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Promoting More Socially Responsible Corporations 
through a Corporate Law Regulatory Framework 
Jingchen Zhao 
Abstract 
This paper aims to lay the foundations for a more critical approach to the relationship between 
Corporate Social Responsibility (CSR) and corporate law. Limitations on legislative approaches 
including GLUHFWRUV· GXWLHV LQIRUPDWLRQ GLVFORVXUH VXVWDLQDEOH GHFLVLRQV GLUHFW SURPRWLRQ DQG
corporate internal management structure are critically analysed, trying to find well thought-out and 
effectively implemented adjudication that provides meaningful instruction for regulating CSR. The 
article explores the manner in which corporate law may contribute to accommodating CSR 
principles within corporate strategies, in order to establish a transformative legal regulatory 
framework within corporate law by using the authoritative legal mode to promote corporate 
regulatory mechanisms. The article critically studies a few legislative measures supported by the 
relevant legislative experiences from various jurisdictions as examples of currently enforced CSR-
laws at national level, in order to offer comprehensive and potentially effective legislative 
suggestions for accommodating CSR elements. However, a ¶RQHVL]HILWVDOO· approach is clearly 
not desirable, and these suggestions should be interpreted and implemented in a locally relevant 
manner, according to path dependence theory. 
Key words  
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1. Introduction 
The concept of Corporate Social Responsibility (CSR) RQFH NQRZQ DV ´noblessse obligeµ KDV
experienced a vigorous resurgence since the 1950s.1 The term took shape and gathered momentum 
during the 1950s and 1960s, developing out of a time when the sole corporate motive had been to 
ensure business success via profits.2 Perhaps because of its wide-ranging coverage, there is no 
universally accepted definition of CSR. The topic has been widely discussed among academics 
from various disciplines, including philosophy, business management, law, politics, sociology and 
economics, as well as pragmatically by businessmen and politically by public representatives.3 CSR 
functions as a built-in, self-regulating mechanism whereby businesses monitor and ensure their 
adherence to law, ethical standards and international norms. Social responsibility encompasses the 
obligation of managers to choose and act in ways that benefit both the interests of the organisation 
and those of society as a whole.  
In the modernised economy, adherents of the CSR movement recognise the tri-partite relationship 
between government, corporations and society to achieve a combination of economic, social, 
environmentally friendly and philanthropic goals. The dynamic nature of CSR implies that it is 
sometimes necessary to redefine the boundaries of what is acceptable, feasible and profitable, and 
to relate these boundaries to corporate decisions and strategies.4 CSR is a complicated and multi-
dimensional organisational phenomenon, requiring a business organisation to be consciously 
responsible for its corporate behaviour and actions or non-actions and their impact on various 
stakeholders. Despite the fact that CSR has traditionally been regarded as a voluntary responsibility 
of corporations, WKHHPSKDVLVRQFRUSRUDWLRQV·DWWHQWLRQWR&65KDVQRWEHHQHQWLUHO\YROXQWDU\
in practice.5 The debate surrounding CSR is closely related to the responsibilities of boards of 
directors, and especially their duties towards various stakeholders including employees, customers, 
                                                          
1 +0LQW]HUEHUJ¶7KH&DVHIRU&RUSRUDWH6RFLDO5HVSRQVLELOLW\·Journal of Business Strategy 3 at 3.  
2 7/HYLWW¶7KH'DQJHURI6RFLDO5HVSRQVLELOLW\·Harvard Business Review 41.  
3 $(OELQJ¶7KH9DOXH,VVXHRI%XVLQHVV7KH5HVSRQVLELOLW\RIWKH%XVLQHVVPDQ·Academy of Management Journal 
'-DPDOL	50LUVKDN ¶&RUSRUDWH6RFLDO5HVSRnsibility (CSR) Theory and Practice in a Developing Country 
&RQWH[W·  Journal of Business Ethics 69DOOHQWLQ ¶*RYHUQPHQWDOLW\DQG WKH3ROLWLFVRI&65· 
Organization  $ 2·5RXUNH ¶$ 1HZ 3ROLWLFV RI (QJDJHPHQW 6KDUHKROGHU $FWLYLVm for Corporate Social 
5HVSRQVLELOLW\·Business Strategy and Environment 7%HVOH\	0*KDWDN¶5HWDLOLQJ3XEOLF*RRGV7KH
(FRQRPLFVRI&RUSRUDWH6RFLDO5HVSRQVLELOLW\·Journal of Public Economics 1645; D. McBarnet, A. Voiculescu 
& T. Campbell, The New Corporate Accountability: Corporate Social Responsibility and the Law, Cambridge: Cambridge 
8QLYHUVLW\3UHVV6-3DGILHOG¶&RUSRUDWH6RFLDO5HVSRQVLELOLW\	&RQFHVVLRQ7KHRU\·5) 6 William & Mary 
Business Law Review 1; R.S. Avi-<RQDK¶&RUSRUDWH7D[DWLRQDQG&RUSRUDWH6RFLDO5HVSRQVLELOLW\·New York 
University Journal of Law & Business 1. 
4 8%D[L¶0DUNHW)XQGDPHQWDOLVPV%XVLQHVV(WKLFVDWWKH$OWDURI+XPDQ5LJKWV·Human Rights Law Review 
1.  
5 M.E. Porter & M.R. Kramer, ¶Strategy and Society: The Link between Competition Advantage and Corporate Social 
Responsibility· (2006) Harvard Business Review 78 at 78. 
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suppliers, creditors, the environment, government and local communities. CSR is not an isolated 
term; it overlaps with some policies and is synonymous with others. Discussions about CSR lie 
both within and beyond law.6 
The paper examines CSR as a concept, as a challenge to corporations and as an area of practice 
within the field of law and business. It endeavours to lay the foundations for a more critical 
approach to the relationship between CSR and corporate law. At first blush these two terms might 
seem to be contradictory due to the traditionally voluntary nature of CSR, conceived as a matter 
of going the extra mile beyond what is required under the law. However, lessons learned from 
financial crises and corporate scandals have prompted legislators to reconsider the functions of 
CSR, as well as other related issues such as short-termism and transparency, in attempts to make 
these notions relevant or embed them within corporate law legislation.7 This paper aims to address 
these matters in order to discuss the increasing trend towards intervention by corporate law, so 
that CSR may no longer be seen as voluntary. Rather than focusing on the effectiveness and 
efficiency of legislative approaches, the paper conceptualises the developing interaction between 
CSR and corporate law. A variety of legislative approaches have been used, either in a direct and 
mandatory manner or in indirect and subtle ways. 
Despite a large and growing body of literature on CSR, there is a lack of research on the links 
between CSR and corporate law, particularly in terms of the validity and nature of existing 
legislative approaches to foster more socially responsible companies. The article seeks to fill this 
gap in the literature by evaluating legislative approaches, supported by critical analyses of legislative 
experiences as examples in order to identify limitations in corporate law as to how to promote 
CSR and produce a facilitative regulatory framework that improves the effectiveness of corporate 
law-related initiatives. The paper aims to address matters related to CSR and corporate law 
legislation in order to ascertain where corporate law stands on promoting CSR, and what it should 
do to facilitate it. It aims to offer guidance for governments interested in potential legislative 
reform opportunities to embed CSR within the corporate law reform agenda. It may be argued 
that countries need to ensure that companies sustainably incorporate CSR principles at the core of 
their self-regulatory mechanisms, while suitable strategies must be proposed to allow them to fulfil 
their social responsibilities without incurring substantial costs or hindering their business practice.  
                                                          
6 D. 0DWWHQ	-0RRQ¶$&RQFHSWXDO)UDPHZRUNIRU8QGHUVWDQGLQJ&65·LQ$+DELVFK-Jonker, M. Wegner & 
R. Chidpeter (Eds.), Corporate Social Responsibility Across Europe, Heidelberg: Springer (2005); see also D. Matten & J. 
0RRQ ¶´,PSOLFLWµDQG´([SOLFLWµ&65$&RQFHSWXDO)UDPHZRUNIRUD&RPSDUDWLYH8QGHUVWDQGLQJRI&RUSRUDWH
Social ReVSRQVLELOLW\·Academy of Management Review 404.  
7 See Section 3 of the Article. 
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Despite the fact of the prevailing voluntary nature of CSR, a legal regulatory framework within 
corporate law may link two contradictory disciplines by using the authoritative legal mode to 
promote corporate regulatory mechanisms. While the trends within legislative experiences from 
selected jurisdictions, in terms of their approaches to accommodating ethical norms in corporate 
law, indicate that CSR has achieved a place within corporate law legislation, this place is deeply 
contested, in both theory and practice. The legitimacy and future of merging CSR and corporate 
law is subject to challenge. The article categorises these in terms of various legislative measures in 
order to answer questions related to how accommodating ethical notions in corporate law can 
produce optimum enforceability. If legal regulation is to have a systematic impact on CSR, the 
article aims to present a pragmatic view of the role played by corporate law with suggestions for 
legislators and directors for embedding and enforcement. A ¶RQHVL]HILWVDOO· approach, resulting 
in a regulatory framework that is effective and efficient for every single jurisdiction, is clearly not 
possible or desirable; rather, regulation should be implemented in such a way that it is aligned with 
an enabling business environment and corporate law and governance regimes with characteristics 
that are unique to that jurisdiction.8 
After the introduction, the remainder of the article proceeds as follows. Part 2 provides an 
overview of the definition and character of CSR. Part 3 conceptualises three categories of 
legislative approaches to identify the limitations in corporate law in prompting and facilitating 
CSR-related regulation. An additional assessment of these regulatory approaches will be presented 
in Part 4, and a regulatory framework will be proposed that employs a mix of soft and hard law 
together with other extra-legal mechanisms, as well as a discussion of path dependence theory, in 
order to evaluate and justify the uniqueness of legislative approaches if they were to be 
incorporated in national corporate law. Within the discussions in Parts 3 and 4, current legislations 
in a selected group of jurisdictions, not only from countries with mature markets but also from 
those with emerging markets, and from both common law and civil law legal systems, will be 
discussed. Finally there will be some concluding remarks with suggestions for legislators on 
enforcing legislative approaches to promote CSR. 
 
 
  
                                                          
8
 6HHDOVR&9LOOHUV¶&RUSRUDWH/DZ&RUSRUDWH3RZHUDQG&RUSRUDWH6RFLDOReasonability·LQ1%RHJHU50XUUD\
& C. Villiers (Eds.), Perspectives on Corporate Social Responsibility, Cheltenham: Edward Elgar (2008) 87.  
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2. CSR: Definition, Characteristics and Relevant Theory 
In this section, the definition and main characteristics of  CSR will be discussed along with related 
theories that normally accompany CSR, particularly stakeholder theory.  
2.1 Definition and Characteristics of CSR  
So far a consensus regarding the definition of CSR has yet to be reached, because the expectations 
and demands of various stakeholders in corporate practices are constantly adjusting to rapid 
changes in the business world. CSR has been described as a myth, a luxury and sometimes a must-
have. 9  Despite the lack of a conclusive definition, with different approaches to and many 
dimensions of CSR, a number of common characteristics can be drawn from the various 
definitions. First, CSR states that responsible behaviour on the part of corporations can help 
achieve corporate and wider goals, in particular the general good of society. Second, the scope of 
CSR mainly focuses on social, environmental and human rights dimensions, in addition to the 
traditional economic goals of corporations.10 The CSR movement asserts that a more expansive 
mission for corporations is an urgent need of alarming proportions, in a context where social and 
environmental issues threaten the sustainability of life on the planet.11 Third, CSR plays a dual role 
² on the one hand, it deals with minimising the impacts of corporate misconduct in the sphere in 
which a business operates, and on the other hand, it encompasses a vast array of philanthropic 
corporate activities which are important.12. Fourth, CSR accommodates and introduces a number 
of complementary ideas and terms such as sustainability, business ethics, corporate citizenship, 
corporate social performance and stakeholder theory, where stakeholder theory is closely related 
to a particular area of legal research literature.13 The CSR rooted in it is interchangeable and 
overlapping in character with a number of other terminologies.14 Last but not least, despite the 
fact that many definitions emphasise the voluntary characteristics of CSR beyond enforceable legal 
                                                          
9  (.% 7DQ ¶&RUSRUDWH 6RFLDO 5HVSRQVLELOLW\ DV &RUSRUDWH 6RIW /DZ 0DLQVWUHDPLQJ (WKLFDO DQG 5HVSRQVLEOH
Conduct in Corporate *RYHUQDQFH·Singapore Law Review 227 at 231. 
10 These dimensions include a more natural and cleaner environment, environmental stewardship, integrated social 
concerns, and the full scope of business impacts on communities and human rights. 
11 '-0RUULVVH\¶7KH5LGGOHRI6KDUHKROGHUV·5LJKWVDQG&RUSRrate Social ResponsiELOLW\·Brooklyn Law 
Review 353 at 354.  
12 This is especially the case in developing countries, to enhance corporate reputation, culture and image. 
13 $%&DUUROO¶&RUSRUDWH6RFLDO5HVSRQVLELOLW\(YROXWLRQRID'HILQLWLRQDO&RQVWUXFW·Business and Society 
 63 6HWKL ¶'LPHQVLRQV RI &RUSRUDWH 6RFLDO 3HUIRUPDQFH $Q $QDO\WLF )UDPHZRUN· (1975) 17 California 
Management Review &)UHGHULFN ¶&RUSRUDWH6RFLDO5HVSRQVLELOLW\'HHS5RRWV)ORXULVKLQJ Growth, Promising 
)XWXUH·, in A. Crane, A. McWilliams, D. Matten, J. Moon & D. Siegel (Eds.) The Oxford Handbook of Corporate Social 
Responsibility, Oxford: Oxford University Press (2008) p.522. 
14  See D. Matten & J. Moon, ¶´,PSOLFLWµ DQG ´([SOLFLWµ &65 $ &RQFHSWXDO )UDPHZRUN IRU D &RPSDUDWLYH
8QGHUVWDQGLQJRI&RUSRUDWH6RFLDO5HVSRQVLELOLW\· Academy of Management Review 404.  
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requirements, the practice of CSR is established on the basis of the fulfilment of traditional 
economic and legal responsibilities.15 
Legal awareness of the need for CSR requires us to define the term in a manner that integrates 
both mandatory and voluntary behaviours.16 CSR as a concept covers many issues, encompassing 
sustainability development, corporate governance advancement and corporate objectives, 
employment rights, consumer protection rights, occupational health and safety, local taxation law 
and socially responsible investments from shareholders, especially institutional shareholders. 
Corporate practices are typically influenced by an array of legal domains.17 When they manage their 
EXVLQHVVHV GLUHFWRUV ZLOO ILQG ´WKHLU GHFLVLRQ WUHH FRQVLGHUDEO\ WULPPHG DQG WKHLU GLVFUHWLRQ
GHFLGHGO\GLPLQLVKHGE\PDQGDWRU\OHJDOUXOHVHQDFWHGLQWKHQDPHRISURWHFWLQJVWDNHKROGHUVµ.18 
While CSR is worthy of study from multiple disciplinary perspectives, it is also fundamentally 
affected by how law and other forms of regulation treat it.19 Apart from behaviours that are legally 
prescribed or prohibited, legal responsibility also includes what is legally permissible.20 Therefore, 
the scope of legal responsibilities is not just limited to that strand of responsibility in which legal 
compulsion and sanctions apply towards legal outcomes.21 The interaction between law and CSR 
ZLOO HPEUDFH D ´PLQLPXP SRVLWLRQ RI OHJDO FRPSOLDQFH DQG KDUP-avoidance where the law is 
lacking, a mid-way position of facilitating corporate contributions to sustainable development and 
                                                          
15 6HH:9DQGHNHUFNKRYH	065&RPPHUV¶%Hyond Voluntary/Mandatory Juxtaposition: Towards a European 
)UDPHZRUNRQ&65DV1HWZRUN*RYHUQDQFH·Social Responsibility Journal 0%ORZILHOG¶&RUSRUDWH6RFLDO
5HVSRQVLELOLW\ 5HLQYHQWLQJ WKH 0HDQLQJ RI 'HYHORSPHQW·   International Affairs  $% &DUUROO ¶7KH
3\UDPLGRI&RUSRUDWH6RFLDO5HVSRQVLELOLW\7RZDUGWKH0RUDO0DQDJHPHQWRI2UJDQL]DWLRQDO6WDNHKROGHUV·
34 Business Horizons  2 $L\HJED\R 	 & 9LOOHUV ¶7KH (QKDQFHG %XVLQHVV 5HYLHZ +DV LW 0DGH &RUSRUDWH
Governance 0RUH(IIHFWLYH· Journal of Business Law .&DPSEHOO	'9LFN ¶'LVFORVXUHV/DZDQGWKH
0DUNHWIRU&RUSRUDWH6RFLDO5HVSRQVLELOLW\·, in D. McBarnet, A. Voiculescu & T. Campbell (Eds.), The New Corporate 
Accountability: Corporate Social Responsibility and the Law, Cambridge: Cambridge University Press (2007) p. 241; A. 
-RKQVRQ¶$IWHUWKH2)5&DQ8.6KDUHKROGHU9DOXH6WLOO%H(QOLJKWHQHG"·European Business Organization 
Law Review .%XKPDQQ¶&RUSRUDWH6RFLDO5HVSRQVLELOLW\:KDW 5ROHIRU/DZ"6RPH$VSHFWVRI/DZDQG&65·
(2006) 6 Corporate Governance: The International Journal of Business in Society 188. 
16 J.A. Zerk, Multinationals and Corporate Social Responsibility: Limitations and Opportunities in International Law, Cambridge: 
Cambridge University Press (2006). 
17 These legal domains include securities regulations, taxation law, contract law, employment law, environmental law, 
consumer protection law and insolvency law G20/OECD, OECD Principles of Corporate Governance (2015), available via 
the OECD website www.oecd.org (assessed 30th September 2015), 15. 
18 $:LQNOHU¶&RUSRUDWH/DZRUWKH/DZRI%XVLQHVV"6WDNHKROGHUVDQG&RUSRUDWH*RYHUQDQFHDWWKH(QGRI+LVWRU\·
(2004) 67 Law & Contemporary Problems 109 at 111; see also 6- +D\PRUH ¶3XEOLFO\ 2ULHQWHG &RPSDQLHV %
&RUSRUDWLRQVDQGWKH'HODZDUH6WDNHKROGHU3URYLVLRQ'LOHPPD·Vanderbilt Law Review 1311; B. Becker & 
36WURPEHUJ ¶)LGXFLDU\'XWLHVDQG(TXLW\-debtholder Conflicts· The Review of Financial Studies 1931; H. 
+XDQJ¶'LUHFWRUV·5ROHVLQ&RUSRUDWH6RFLDO5HVSRQVLELOLW\$6WDNHKROGHU3HUVSHFWLYH·Journal of Business 
Ethics / -RKQVRQ ¶3OXUDOLVP LQ&RUSRUDWH)RUP&RUSRUDWH/DZ DQG%HQHILW&RUSV· ²2013) 25 Regent 
University Law Review 269. 
19 B. Horrigan, Corporate Social Responsibility in the 21st Century: Debates, Models and Practices across Government, Law and 
Business, Cheltenham: Edward Elgar (2010) p. 26. 
20 Ibid., p. 26. 
21 P. Cane, Responsibility in Law and Morality, Oxford: Hart Publishing (2003) p. 30. 
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other forms of community investment where the business case warrants it, and a more expansive 
SRVLWLRQµ22 with the ´ DFWLYHDOLJQPHQWRILQWHUQDOEXVLQHVVJRDOVZLWKH[WHUQDOO\VHWVRFLHWDOJRDOVµ.23 
2.2 Voluntary versus Mandatory Juxtaposition 
The role that the law plays or should play in the CSR area is debatable. This debate leads to 
legitimation problems for CSR activities and the nature of CSR as a voluntary or mandatory 
responsibility. On the one hand, companies and business industry organisations argue that CSR 
should not be regulated because regulation would stifle innovation and damage national 
competitiveness.24 The European Commission initially proposed the voluntary character of CSR 
in its 2001 Green Paper, stating that the corporations will be keen to develop their strategic 
management policy and collectively raise the bar for industry in general, instead of being 
regulated.25 Voluntary initiatives towards CSR are described as business strategies which benefit 
corporations in the long term and create respectful relationships with corporate stakeholders. 
)XUWKHUPRUHFRPSDQLHV·DZDUHQHVVRIWKHILQancial benefits of being socially responsible will make 
it unnecessary to regulate CSR in law.26 
However, arguments for the voluntary character of CSR do not convince a significant proportion 
of campaigners and critics, who argue that an explicit recognition of the interests of stakeholders 
is necessary.27 First, LQ ´D UHQHZHG (8 VWUDWHJ\µ the European Commission agreed that CSR 
                                                          
22 B. Horrigan, Corporate Social Responsibility in the 21st Century: Debates, Models and Practices Across Government, Law and 
Business, Cheltenham: Edward Elgar (2010) p. 26. 
23 H.E. WDUG(:LOVRQ/=DUVN\	7)R[¶&65DQG'HYHORSLQJ&RXQWULHV:KDW6FRSHIRU*RYHUQPHQW$FWLRQ"·
United Nations Sustainable Development Innovation Briefs, Issue 1; available via 
http://www.un.org/esa/sustdev/publications/innovationbriefs/no1.pdf (accessed 20th February 2016).  
24 J.A. Zerk, Multinational and Corporate Social Responsibility: Limitations and Opportunities in International Law, Cambridge: 
Cambridge University Press (2006) p.33. 
25 (XURSHDQ&RPPLVVLRQ¶3URPSWLQJD(XURSHDQ)UDPHZRUNIRU&RUSRUDWH6RFLDO5HVSRQVLELOLW\·*UHHQ3DSHUDQG
COM 366, Brussels (2001). 
26  For example&65ODZKDVEHHQFULWLFLVHGDVEHLQJD´VWHDOWKWD[µDQLQYHVWPHQWEDUULHUsuffering from a lack of 
legislative clarity over where moral responsibility should lie ¶'R*RRG² RU(OVH·HGLWRULDO:DOO6WUHHW-RXUQDO$VLD
(9th August 2007) available via http://www.wsj.com/articles/SB118660718952492128 (accessed 11th June 2015).  
27 For example, see D. McBarnet, A. Voiculescu & T. Campbell (Eds.), The New Corporate Accountability: Corporate Social 
Responsibility and the Law, Cambridge: Cambridge University Press (2007); B. Horrigan, Corporate Social Responsibility in 
the 21st Century: Debates, Models and Practices Across Government, Law and Business, Cheltenham: Edward Elgar (2010); K. 
%XKPDQQ ¶&RUSRUDWH6RFLDO5HVSRQVLELOLW\:KDW5ROH IRU/DZ"6RPH$VSHFWVRI/DZDQG &65· Corporate 
Governance &9LOOLHUV¶&RUSRUDWH/DZ&RUSRUDWH3RZHUDQG&RUSRUDWH6RFLDO5HVSRQVLELOLW\·, in N. Boeger, R. 
Murray & C. Villiers, Perspectives on Corporate Social Responsibility, Cheltenham: Edward Elgar (2010); J. Zhao, ¶7KH 
(PHUJLQJ7KLUG:D\LQWKH&RUSRUDWH2EMHFWLYH'HEDWHLQ&RPSDQ\/DZ·) 62 Northern Ireland Legal Quarterly 
361; J. =KDR¶3URPRWLQJ0RUH6RFLDOO\5HVSRQVLEOH&RUSRUDWLRQVWKURXJK8.&RPSDQ\/DZDIWHUWKH)LQDQFLDO
Crisis: Turning of the Crisis CRPSDVV·International Company and Commercial Law Review 27533XUL ¶7KH
)XWXUHRI 6WDNHKROGHU ,QWHUHVWV LQ&RUSRUDWH*RYHUQDQFH·   Canadian Business Law Journal 427; J.E. Kerr, 
¶6XVWDLQDELOLW\0HHW3URILWDELOLW\7KH&RQYHQLHQW7UXWKRI+RZ WKH%XVLQHVV -XGJHPHQW5XOH3URWHFWV D%RDUG·V
'HFLVLRQWR(QJDJHLQ6RFLDO(QWUHSUHQHXUVKLS·Cardozo Law Review 5,3DWHO¶)DFLOLWDWLQJ6WDNHKROGHU-
Interest MaxLPL]DWLRQ$FFRPPRGDWLQJ%HQHILFLDO&RUSRUDWLRQVLQWKH0RGHO%XVLQHVV&RUSRUDWLRQ$FW·
St. Thomas Law Review $0LFNHOV ¶%H\RQG&RUSRUDWH 6RFLDO5HVSRQVLELOLW\5HFRQFLOLQJ WKH ,GHDOV RI D)RU-
Benefit Corporation with Director Fiduciary DuWLHVLQWKH86DQG(XURSH·Hastings International and Comparative 
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´concerns action by companies over and above their legal obligations towards society and 
environmentµ, and ´certain regulatory measures create an environment more conductive to 
enterprises voluntarily meeting their social responsibilityµ.28 
Despite the validity of the debate, many CSR-related problems call for co-ordinated actions from 
different levels, including regulation at both national and international levels and from government 
and self-regulatory approaches. 29  It is important to establish DQ ´DUFKLWHFWXUHµ RI QRUPDWLYH
arrangements that can combine and integrate the various categories of regulations in the most 
efficient and fruitful manner.30 It was argued by Buhmann that normative legislation for CSR may 
constitute pre-formal law, guidance that is commonly recognised and complied with before it is 
introduced formally as legislation.31 A regulatory focus on CSR, in a positive and progressive 
PDQQHUZLOOPDNHFRUSRUDWLRQV´ZDQWWRGRZKDWWKH\VKRXOGGRµ32 Bendall observed a shift in 
CSR thinNLQJDZD\IURPYROXQWDULVPRUD´JURZLQJXSµWUHQGWRZDUGVDJUHDWHUDSSUHFLDWLRQRI
the manner in which the law helps to understand and promote CSR.33 The legal adoption of 
regulating CSR within corporate law will enable boards of directors to consider ethical issues on 
their compulsory lists in order to avoid corporate scandals and misconduct. The converging focus 
on the impact of the business triple bottom line34 has produced a platform of international and 
regional agreements, which has encouraged governments to enforce them in national legislations. 
It is getting increasingly popular for corporations to publish their codes of conduct, corporate 
responsibility reports, and ethical codes to make sure they are held accountable for what they say 
they have done and what they will do.35 
                                                          
Law Review 06FKHOWHPD¶$Q$VVHVVPHQWRI(IIHFWLYHQHVVRI,QWHUQDWLRQDO3ULYDWH5HJXODWLRQLQWKH&RUSRUDWH
6RFLDO5HVSRQVLELOLW\$UHQD$/HJDO3HUVSHFWLYH·Maastricht Journal of European and Comparative Law 383; G. 
%HYLYLQR¶&RUSRUDWH6RFLDO5HVSRQVLELOLW\DQG'XWLHVRI'LUHFWRUV·European Business Law Review 923.  
28 European Commission: Communication from the Commission to the European Parliament, the Council, the 
European Economic and Social Committee and the Committee of the Regions: A Renewed EU Strategy 2011²14 for 
Corporate Social Responsibility, Brussels 2011 COM (2011), 681 final. 
29 Ibid. at 146. 
30 Ibid. at 146²147.  
31 . %XKPDQQ ¶&RUSRUDWH 6RFLDO 5HVSRQVLELOLW\ :KDW 5ROH IRU /DZ" 6RPH $VSHFWV RI /DZ DQG &65·  
Corporate Governance 188 at. 192. 
32 P. Selznick, The Communitarian Persuasion, Washington, DC: Woodrow Wilson Centre Press (2002) p. 102.  
33 J. Bendall, Barricades and Boardrooms: A Contemporary History of the Corporate Accountability Movement, Technology, 
Business and Society Programme Paper No.1 3. Geneva: UN Research Institute for Social Development (2004) p.30. 
34 J. Elkington, Cannibals with Forks: The Triple Bottom Line of the 21st Century Business, Gabriola Island: New Society 
Publishers (1998); see also A. Henriques & J. Richardson, The Triple Bottom Line, Does it All Add Up? Assessing the 
Sustainability of Business and CSR, London: Earthscan (2004).  
35 %DVHGRQWKH´.30*,QWHUQDWLRQDO6XUYH\RI&RUSRUDWH5HVSRQVLELOLW\5HSRUWLQJµRIWKH*FRPSDQLHV
report on their corporate responsibility activities.  Corporate responsibility is not entirely subjective, and society and 
global communities have established norms for corporate behaviours. There are legal minimums beyond the 
voluntary norms and practices that society defines as responsible or irresponsible, through numerous associations 
and as a whole.; see KPMG, KPMG International Survey of Corporate Responsibility Reporting 2011 (2011) p.7. 
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The necessities of linking CSR and corporate law are also discussed in terms of difficulties in 
influencing the behaviour of an artificial entity like a company.36 These are laws that directly 
regulate various stakeholders,37 influence corporate actions externally and focus on the outcomes 
that companies should achieve as well as specifying a range of penalties to be applied, and such 
regulations are definitely useful. However, these external regulations are inadequate in promoting 
corporate behaviour towards the desired goals, in the absence of an approach that could have an 
internal influence on corporate behaviour. It is clear that law and litigation have become an 
important part of CSR, but it is time to go beyond the tired dogma of voluntary versus mandatory 
in order to focus on the actual task of promoting a good environment and responsible social 
performance among companies.38 Therefore, CSR is regarded as, or partly as, the result of a 
decision-making process regulated by corporate law and penetrating the governance structure.  
2.3 The Business Case for CSR 
Due to the heavy reliance on voluntary CSR efforts in terms of decision making in the article, the 
business case for CSR will be discussed in the section, suggesting that reluctant companies should 
or will engage in CSR activities due to the fact they will be rewarded by the market in economic 
and financial terms. The case for CSR can be divided into two perspectives, namely the normative 
case and the business case. The normative case focuses on morally justified CSR, while the business 
case places emphasis on the idea of enlightened-self-interest, which means companies exploring 
the possibility of increasing profitability by being socially responsible.39 Even though there is a 
fundamental difference between the two outlooks, the motivation for a company to engage in CSR 
activities always contains a combination of both. 40  It is argued by Ireland and Pillay that 
FRQWHPSRUDU\&65LV´ not, and does not purport to be, transformative in nature. It is, and purports 
to be, only ameliorativeµ41 The search for a business case for CSR has been accelerated by the fact 
that specific benefits to companies in an economic and financial sense should flow from CSR 
                                                          
36  % 6WHSKHQV ¶&RUSRUDWH /LDELOLW\ (QIRUFLQJ +XPDQ 5LJKWV WKURXJK 'RPHVWLF /LWLJDWLRQ·   Hastings 
International and Comparative Law Review 401. 
37 Such as contract law, insolvency law, employment law, environmental law and consumer protection law. 
38 H. Ward, Legal Issues in Corporate Citizenship (International Institute for Environment and Development: London, 
2003) at v; available via http://pubs.iied.org/pdfs/16000IIED.pdf (assessed 16th February 2016).  
39 M.C. Branco & L.L. Rodrigues, ¶Corporate Social Responsibility and Resource-Based Perspectives· (2006) 69 Journal 
of Business Ethics 111; this differentiation can also be termed extrinsic (financial) and intrinsic (ethical and altruistic) 
motives; see J. Graafland & C. Mazereeuw-Van der Duijn Schouten, ¶Motives for Corporate Social Responsibility· 
(2012) 160 De Economist 377. 
40 N.C. Smith, ¶Corporate Social Responsibility: Whether or +RZ"· (2003) 45 California Management Review 52. 
41 3,UHODQG	5*3LOOD\¶&RUSRUDWH6RFLDO5HVSRQVLELOLW\LQD1HROLEHUDO$JH·, in P. Utting & J.C. Marques (Edn). 
Corporate Social Responsibility and Regulatory Governance: Towards Inclusive Development? Basingstoke: Palgrave Macmillan 
(2010) 77 at 82.  
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activities and initiatives,42 in order to ensure that &65LVFRQVLVWHQWZLWKFRPSDQLHV·VWUDWHJLHVto 
be financially sustainable.43 A tight coupling between CSR and the financial goals of companies 
has been identified with a shifted focus from an ethical orientation to a performance orientation,44 
while the link between CSR initiatives and the financial performance of the companies is labelled 
´doing good by doing wellµ.45 Financially sound corporate performance is largely dependent on a 
´EXVLQHVV FDVHµ IRU UHVSRQVLELOLW\ 46  due to the interrelated and complicated nature of CSR, 
GHSHQGLQJ RQ ´PHGLDWLQJ YDULDEOHV DQG VLWXDWLRQDO FRQWLQJHQFLHVµ 47  in order to achieve 
convergence between economic and social goals.48 In practice, CSR activities will reduce cost and 
risks to the company and may be used by companies to set themselves apart from their 
competitors. 49  Besides this, companies may strengthen their legitimacy and promote their 
reputation by engaging in CSR and seeking win-win outcomes.50 It is obvious that the business 
case for CSR puts emphasis on strategic aspects of the internal decision making process in order 
to maximise corporate wealth as a separate entity. In the next Section, the foundation of modern 
corporate law for regulating CSR will be discussed together with critical analysis on dimension of 
existing approaches in various jurisdictions.  
  
                                                          
42 $%&DUUROO	.06KDEDQD ¶7KH%XVLQHVV&DVH IRU &RUSRUDWH 6RFLDO5HVSonsibility: A Review of Concepts, 
5HVHDUFKDQG3UDFWLFH·International Journal of Management Review 85 at 92. 
43 .2·6XOOLYDQ¶9LUWXH5HZDUGHG&RPSDQLHVDUH6XGGHQO\'LVFRYHULQJ the Profit Potential of Social Responsibility·
(2006) CFO 47.  
44 03/HH¶$5HYLHZRIWKH7KHRULHVRI&RUSRUDWH6RFLDO5HVSRQVLELOLW\,WV(YROXWLRQDU\3DWKDQGWKH5RDG$KHDG
(2008) 10 International Journal of Management Reviews 53 at 53.  
45 '-9RJHO¶,V7KHUHD0DUNHWIRU9LUWXH"7KH%XVLQHVV&DVHIRU&RUSRUDWH6RFLDO5HVSRQVLELOLW\· (2005) 47 California 
Management Review 19 at 20²21. 
46 B. Horrigan, Corporate Social Responsibility in the 21st Century: Debate, Models and Practice across Government, Law and Business, 
Cheltenham: Edward Elgar (2010) p.269²270. 
47
 $%&DUUROO	.06KDEDQD¶7KH%XVLQHVV&DVHIRU&RUSRUDWH6RFLDO5HVSonsibility: A Review of Concepts, 
Research and PractiFH·International Journal of Management Review 85 at 101. 
48 0(3RUWHU	05.UDPHU¶7KH&RPSHWLWLYH$GYDQWDJHRI&RUSRUDWH3KLODQWKURS\Harvard Business 
Review 56. 
49 E. Kurucz, B. Colbert & D. Wheeler¶The Business Case for Corporate Social Responsibility· in A. Crane,  
A. McWilliams, D. Matten, J. Moon & D. Siegel (Eds.), The Oxford Handbook of Corporate Social Responsibility Oxford: 
Oxford University Press (2008) 83 at 88. 
50 Ibid. at 90²92; see also J.C. Chen, D.M. PaWWHQ	55REHUWV¶&RUSRUDWH&haritable Contributions: a Corporate 
Social Performance or Legitimacy Strategy?· (2008) 82 Journal of Business Ethics 131. 
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3. Regulating CSR in Corporate Law 
During the past decade or so, CSR and corporate law have come together as two traditionally 
disparate areas due to the critical role of corporate law in promoting socially responsible 
companies.51 The allocation of responsibilities between the private sectors, including companies, 
and the government, as well as the pattern of distribution of profits, has changed significantly over 
the years. These changes in the role and place of companies in society require a proactive, 
progressive and correspondent change in the corporate law which sets the rules for corporate 
behaviour. In this section, the foundation of modern corporate law for CSR will be examined in 
order to clarify the possibilities of embedding CSR-related obligations and requirements within 
corporate law. CSR-related regulatory measures within the scope of corporate law will be discussed 
with reference to their legal foundations. 
3.1 Foundations of Modern Corporate Law for CSR 
Most of the main FRPSODLQWVPDGHE\DGYRFDWHVRI&65FRQFHUQFRUSRUDWHODZ·VIDLOXUHWRUHJXODWH
FRUSRUDWLRQV·QHJDWLYH H[WHUQDOLWLHV, including pollution, failure to provide competitive working 
environments, and other unethical corporate actions that harm their stakeholders·LQWHUHVWV52 It is 
DUJXHG WKDW FRUSRUDWH FRGHV DUH MXVW D ´EODFN ER[µ containing a series of rules governing the 
technical operation of corporations, but with no real effect on what public corporations actually 
do or should do.53 Despite the fact that corporate law prescribes no goals for corporations and 
contains no detailed requirements for how businesses should behave, the necessity and advantages 
of regulating CSR are based on three main principles of corporate law which are closely related to 
FRUSRUDWHODZ·VIDLOXUHto regulate the externalities of companies. First, corporate law established 
and confirmed the separate legal entity principle.54 Corporate law also allows and facilitates humans 
to engage in different roles in corporations, including insiders such as directors and shareholders 
and various stakeholders who contract with companies. It makes the corporation an organic 
product and enables this artificial legal entity to be controlled by human brains. This doctrine, as 
a cornerstone of modern corporate law, distinguishes between companies and their shareholders. 
7KLV GLVWLQFWLRQ LV GHVFULEHG DV ´IXQGDPHQWDOµ DQG ´>O\LQJ@ DW WKH URRW RI PDQ\ RI WKH PRVW
                                                          
51 -0F&RQYLOO	0-R\¶7KH,QWHUDFWLRQRI'LUHFWRUV·'XWLHVDQG6XVWDLQDEOH'HYHORSPHQWLQ$XVWUalia: Setting off 
RQWKH8QFKDUWHG5RDG·Melbourne University Law Review 116; L. Stout, The Shareholder Value Myth: How Putting 
Shareholders First Harms Investors, Corporations, and the Public, San Francisco: Berrett-Koehler (2012). 
52 See D.C. Korten, When Corporations Rule the World, Bloomfield: Kumarian Press & San Francisco: Berrett-Koehler 
(2001); J.A. Scholte, Globalization: A Critical Introduction, 2nd edn., Basingstoke: Palgrave Macmillan (2005). 
53 5-*LOVRQ¶&RUSRUDWH*RYHUQDQFHDQG(FRQRPLF(IILFLHQF\:KHQ'R,QVWLWXWLRQV0DWWHU"·Washington 
University Law Quarterly 327. 
54 This is confirmed by long-standing cases such as Salomon v A. Saloman & Co. Ltd. [1897]AC 22 and Santa Clara 
County v Southern Pacific Railroad Company 118 U.S. 394, 6 S. Ct. 1132, 30 L. Ed. 118. 
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perplexing questions WKDW EHVHW FRPSDQ\ ODZµ 55  In this sense, corporate law enables us to 
GLVWLQJXLVKWKHFRUSRUDWLRQ·VSURSHUW\IURPWKDWRILWVVKDUHKROGHUV,WLVFRQILUPHGWKDWWKHQDWXUH
RIWKHFRPSDQ\·VVKDUHVDVSURSHUW\GHSHQGVRQWKHQDWXUHRIWKHFRPSDQ\·VDVVHWVDQG´ WKHQDWXUH
of the interest which each shareholder is to KDYHµ56 and the shares are property irrespective of the 
QDWXUHRIWKHFRPSDQ\·VSURSHUW\57  
The principle also entitles shareholders to limited liability.58 It is argued that this could be regarded 
as a privilege that constitutes a tax on other stakeholders without their direct consent, which 
violates the voluntary nature of the exchange and makes these stakeholders into the bearers of 
business risk.59 Ownership logic implies that shareholders can receive the benefit, but they should 
also bear all the costs.60 Therefore, stakeholders who have no choice61 but to bear the costs when 
a company goes into insolvency should also enjoy a proportional measure of consideration from 
the board when it is well-run, in order to avoid an unbalanced distribution whereby profit is 
privatised while losses need to be socialised.62 It is claimed that limited liability demonstrates the 
contradiction between the exclusive claim on profits by corporations and the potential risks borne 
by various stakeholders.63 Accepting limited liability will normally lead to the acceptance of private 
property and voluntary exchange; these are embedded within a context of social interdependency, 
                                                          
55 F.B. Palmer (edited by Clive Maximillian Schmitthoff and James Herbert Thompson), Company Law, 21st edn., (1968), 
p. 134. 
56 Bligh v Brent (<	&([VHHDOVR6:LOOLVWRQ¶+LVWRU\RIWKH/DZRI%XVLQess Corporations before 
,·Harvard Law Review 6:LOOLVWRQ¶+LVWRU\RIWKH/DZRI%XVLQHVV&RUSRUDWLRQVEHIRUH,,·
(1888) 2 Harvard Law Review 3,UHODQG¶&DSLWDOLVPZLWKRXWWKH&DSLWDOLVW7KH-RLQW6WRFN&RPSDQ\6KDUHDQG 
WKH(PHUJHQFHRIWKH0RGHUQ'RFWULQHRI6HSDUDWH&RUSRUDWH3HUVRQDOLW\·The Journal of Legal History 41; C. 
6WHEELQJV¶7KH/HJDO1DWXUHRI6KDUHVLQ/DQGRZQLQJ-RLQW6WRFN&RPSDQLHVLQWKH1LQHWHHQWK&HQWXU\·
The Journal of Legal History 25; A.A. Berle & G.C. Means, The Modern Corporation and Private Property, New York: The 
Macmillan Corporation (1932). 
57 Bligh v Brent (1837) 2 Y & C Ex. 268; Short v Treasury Commissioners [1948]; %RUODQG·V7UXVWHHY6WHHO [1901] 1 Ch.279; 
IRC v Crossman [1937] A.C. 26; see also P. Irleland, I. Gigg-6SDOO	'.HOO\¶7KH&RQFHSWXDO)RXQGDWLRQVRI0RGHUQ
&RPSDQ\/DZ·Journal of Law and Society 149.  
58 This is a fundamental and essential aspect of the free market arrangement that allows companieVWR´VRFLDOLVHµRU
externalise their losses while privatising their profits; see Rayner (Mincing Lane) Ltd v Department of Trade (1989) Ch 72; 
Sea Fire and Life Insurance Co. Re (1854) 3 De G.M. & G 459; Hallett v Dowdall (1852) 21 L.J.Q.B. 98. 
59 ,)HUUHUR:0+RIIPDQ	5(0FQXOW\¶0XVW0LOWRQ)ULHGPDQ(PEUDFH6WDNHKROGHU7KHRU\·Business 
and Society Review 37 at 54²55; see D. Harvey, The Enigma of Capital and the Crisis of Capitalism, London: Profile Books 
/WG  (.% 7DQ ¶&Rrporate Social Responsibility as Corporate Soft Law: Mainstreaming Ethical and 
5HVSRQVLEOH&RQGXFWLQ&RUSRUDWH*RYHUQDQFH·Singapore Law Review 227.  
60 6HH0:+RIIPDQ	-9)LVKHU¶&RUSRUDWH5HVSRQVLELOLW\3URSHUW\DQG/LDELOLW\·LQ M.W. Hoffman & J.M Moore 
(Eds.), Business Ethics: Readings and Cases in Corporate Morality, 2nd edn. (Chichester: John Wiley & Sons); A.A. Alchian, 
¶6RPH(FRQRPLFVRI3URSHUW\5LJKWV·II Politico 816. 
61 For example, suppliers lose money they are owed and lose their future business, the community and government 
lose tax revenue, employees lose their jobs or customers lose the product they have paid for. 
62 M. Fabrizi, C. Mallin & G. Michelon ¶7KH 5ROH RI &(2·V 3HUVRQDO ,QFHQWLYHV LQ 'ULYLQJ &RUSRUDWH 6RFLDO
5HVSRQVLELOLW\·Journal of Business Ethics 311. 
63 I. Ferrero, W.M. Hoffman & R.E. McNXOW\¶0XVW0LOWRQ)ULHGPDQ(PEUDFH6WDNHKROGHU7KHRU\·Business 
and Society Review DWVHHDOVR5-'DQLHOV¶0XVW%RDUGV*R2YHUERDUG"$Q(FRQRPLF$QDO\VHVRIWKH(IIHFWV
of Burgeoning Statutory /LDELOLW\RQWKH5ROHRI'LUHFWRUVLQ&RUSRUDWH*RYHUQDQFH·-1995) Canadian Business 
Law Review 229.  
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which serves as the global and moral foundation for CSR.64 The legal recognition of corporations 
as personalities will give FRPSDQLHV´OLFHQFHVWRRSHUDWHµ, including a formal grant of licence to 
operate by the government authorities in a particular jurisdiction, and social approval or cognisance 
of corporate action and impact that is deemed to be acceptable.65  
The doctrine of separate legal entity also supports the argument against convergence towards the 
shareholder model,66 which rests heavily on the presumption that shareholders are owners of the 
company.67 However, it is clear that what shareholders, consisting of many thousands and millions 
of pension funds or insurance policies managed by financial directors who are paid and trained to 
manage a portfolio of shares,68 actually own is merely some proportion RIWKHFRPSDQ\·VVKDUHV69 
Legally defining the company as the property of these parties who are not even aware of where 
their shares are held simply does not make any sense.70 In fact, after the Second World War, when 
more and more scholars began to be sceptical of the idea that shareholders were the corporate 
owners, the belief that corporations should be more socially responsible became more commonly 
accepted.71 
Second, corporate law identifies the rights and duties of directors who represent companies as 
their fiduciaries,72 described as ´VRPHRQHZKRKDVXQGHUWDNHQWRDFWIRURURQEHKDOIRIDQRWKHU
                                                          
64 I. Ferrero, W.M. Hoffman & R.E. McNXOW\¶0XVW0LOWRQ)ULHGPDQ(PEUDFH6WDNHKROGHU7KHRU\·Business 
and Society Review 37 at 54. 
65 E.W. Oat, Business Persons: A Legal Theory of the Firm, Oxford: Oxford University Press (2013) pp.21²27; see also S.J. 
3DGILHOG¶&RUSRUDWH6RFLDO5HVSRQVLELOLW\	&RQFHVVLRQ7KHRU\·William & Mary Business Law Review 1.  
66 -=KDR¶0RGHUQLVLQJ&RUSRUDWH2EMHFWLYH'HEDWHWRZDUGVD+\EULGPRGHO·Northern Ireland Legal Quarterly 
361. 
67 ++DQVPDQQ	.5HLQLHU¶7KH(QGRI+LVWRU\IRU&RUSRUDWH/DZ·-2001) 89 Georgetown Law Journal 439; 
VHHDOVR++DQVPDQQ	.5HLQLHU ¶5HIOHFWLRQVRQ WKH(QGRI+LVWRU\ IRU&RUSRUDWH/DZ· LQ$5DVKHHG	7
Yoshikawa (Eds.), Convergence of Corporate Governance: Promise and Prospects, London: Palgrave Macmillan (2012 )p.32. 
68 -:LOOLDPVRQ ¶$7UDGH8QLRQ&RQJUHVV3HUVSHFWLYHRQ WKH&RPSDQ\/DZ5HYLHZDQG&RUSRUDWH*RYHUQDQFH
5HIRUPVLQFH·British Journal of Industrial Relations 511 at 514. 
69 Some of the shareholders have barely seen any tangible part of what would usually be understood and regarded as 
the corporation. 
70 -:LOOLDPVRQ ¶$7UDGH8QLRQ&RQJUHVV3HUVSHFWLYHRQ WKH&RPSDQ\/DZ5HYLHZDQG&RUSRUDWH*RYHUQDQFH
5HIRUPVLQFH· British Journal of Industrial Relations 511 at 514²515. 
71 3,UHODQG	5*3LOOD\¶&RUSRUDWH6RFLDO5HVSRQVLELOLW\LQD1HROLEHUDO$JH·LQ38WWLQJ	-&0DUTXHVEds.) 
Corporate Social Responsibility and Regulatory Governance: Towards Inclusive Development? Basingstoke: Palgrave Macmillan, 
77 at 82.  
72 See Keech v Sandford (1726) Sel Cas Ch 61; Parks of Hamilton Holdings Ltd v Campbell [2014] CSIH 36, [2014] SC 726; 
Miller v Stonier [2015] EWHC 2796 (Ch); Allfiled UK Ltd v Eltis [2015] EWHC 1300 (Ch); Bretenfled UK Ltd v Harrison 
[2015] EWHC 399 [Ch]; Freeman and Lockyer v Buckhusrst Park Properties (Mangal) Ltd [1964] 2 QB 480 (Court of Appeal); 
Parker v McKenna (1874) 10; Newgate Stud Co v Penfold [2008] 1 BCLC 46; Bray v Ford [1896] A.C. 44; Boardman v Phipps 
[1967] 2 A.C. 46, Boardman v Phipps [1967] 2 AC 46, HL, Regal (Hastings) Ltd v Gulliver [1942] 1 All ER 378; [1967] 2 
A.C. 134n, Murad v Al-Saraj [2005] EWCA Civ 959; [2005] All ER (D) 503, Bhullar v Bhullar [2003] EWCA Civ 424; 
[2003] B.C.C. 711, Industrial Development Consultants Ltd v Cooley [1972] 1 W.L.R. 443 and 2·'RQQHOOYShanahan [2009] 
EWCA Civ 751; [2009] B.C.C. 822; Ultraframe (UK) Ltd v Fielding >@(:+&VHHDOVR/6PLWK¶)LGXFLDU\
5HODWLRQVKLS(QVXULQJWKH/R\DO([HUFLVHRI-XGJPHQWRQ%HKODIRI$QRWKHU·Law Quarterly Review 608; 
-XVWLFH-7:DOVK¶7KH)LGXFLDU\)RXQGDWLRQRI&RUSRUDWH/DZ·²2002) 27 Journal of Corporation Law 333; D.D. 
Prentice, ¶'LUHFWRUV·Fiduciary Duties ² The Corporate Opportunity Doctrine· (1972) 50 Canadian Bar Review 623. 
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in particular matters RUFLUFXPVWDQFHVZKLFKJLYHULVHWRDUHODWLRQVKLSRIWUXVWDQGFRQILGHQFHµ, 
where DILGXFLDU\PXVW´DFWLQJRRGfaith; he must not make a profit out of this trust; he must not 
place himself in a position where his duty and his interest may conflict; he may not act for his own 
benefit or for the benefit of a third personµ.73 7KHUXOHVDUHEDVHGRQD´SHVVLPLVWLFEXWUHDOLVWic 
DSSUDLVDORIKXPDQQDWXUHDQGDUHGLUHFWHGWRWKHDYRLGDQFHRIWHPSWDWLRQµ.74 As there is no single 
set of fiduciary duties which applies to all fiduciaries,75 the fiduciary duties applicable to company 
directors are well developed and revolve essentially around the core fiduciary obligation of loyalty.76 
Third, corporate law creates the rules that regulate actors among the corporate constituencies. The 
law tries to balance the controlling power between the board of directors and the shareholders, 
stipulating how these powers are to be exercised.77 In fact, the influences of this legal protection 
for various stakeholders from sources outside corporate law are powerful forces directing the 
decisions of directors. Despite these legal protection are from a wide varieties of legations focusing 
on a particular stakeholder group, regulatory gaps are still unavoidable. Although in theory external 
regulations may play a key role in controlling externalisation by imposing negative externalities 
upon the company, its effectiveness is largely questionable. The political and normative dimensions 
of corporate law include social privileges of members, rights to externalise costs, and the political 
power that comes with the economic power of concentrated wealth.78 Therefore, corporate law, 
could work by stopping corporate misconducts that lead to irreversible damage to stakeholders 
and ecosystems, including our future. 
                                                          
73 Aberdeen Rly Co v Blaikie Bros (1854) 1 Macq 461; Bristol & West BS v Mothew [1998] Ch 1, 18; Henderson v Merrett 
Syndicates Ltd [1995] 2 AC 145; Attorney General of Belize v Belize Telecom Ltd [2009] 1 WLR 1988; Re Allied Business and 
)LQDQFLDO&RQVXOWDQWV/WG 2·'RQQHOOY6KDQDKDQ [2009] 2 BCLC 666; FHR European Ventures LLP v Cedar Capital 
3DUWQHUV//&>@%&/&VHFWLRQDQGRI&RPSDQLHV$FWVHHDOVR-(GHOPDQ ¶:KHQ'R
)LGXFLDU\'XWLHV$ULVH· Law Quarterly Review 302; A. Keay, ¶The Authorising of 'LUHFWRUV·&RQIOLFWVRI
,QWHUHVW*HWWLQJD%DODQFHµJournal of Corporate Law Studies %+DQQLJDQ¶5HFRQILJXULQJWKH1R&RQIOLFW
Rule ² Judicial Stricture, a Statuary Restatement and The Opportunistic Director·Singapore Academy of Law 
Journal 714. 
74 Bribes and Secret Commission Again [1021] CLJ 583 at 590. 
75 See Henderson v Merrett Syndicates Ltd [1995] 2AC 145 at 206; per Lord Browne-Wilkinson; see also L.S. Sealy, 
¶)LGXFLDU\5HODWLRQVKLSV·Cambridge Law Review 69.  
76 B. Hannigan, Company Law, 2nd edn., Oxford: Oxford University Press (2009) pp.170²172. Sections 172, 173 and 
175 of the Companies Act 2006 also address the true fiduciary duties of loyalty owed by directors to their companies; 
for more discussion on fiduciary duties and the &RPSDQLHV$FW VHH(/LP ¶'LUHFWRUV·)LGXFLDU\'XWLHV$1HZ
$QDO\WLFDO)UDPHZRUN·Law Quarterly Review '$KHUQ¶*XLGLQJ3ULQFLSOHVIRU'LUHFWRULDO&RQIOLFWVRI
Interest: Re Allied Business and Financial Consultants Ltd.; 2·'RQQHOOY6KDQDKDQ·Modern Law Review 596. 
77 %6KHHK\¶'LUHFWRUV·/HJDO'XWLHVDQG&653URKLELWHG3HUPLWWHGRU3UHVFULEHG"·Dalhousie Law Journal 
345. For example, in the US, from securities and labour law reforms in the New Deal to the social welfare laws of the 
1960s and 1970s, progressives have advocated a diverse and broad array of mandatory legal rules designed to limit 
corporate conduct which is perceived to be harmful to non-shareholder constituencies. 
78 6HH%6KHHK\¶&RUporations and Social Costs: The Wal-0DUW&DVH6WXG\·Journal of Law and Commerce 1; 
VHHDOVR/:H[OHU¶:DO-0DUW0DWWHUV·Wake Forest Laws Review 95. 
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During the past decade or so, CSR and corporate law have come together as two traditionally 
regarded opposites due to the critical role of corporate law in promoting socially responsible 
companies.79 The allocation of responsibilities between the private sector, including companies, 
and the government, as well as the pattern of distribution of profits, has changed significantly over 
the years. These changes in the role and place of companies in society require a proactive, 
progressive, and correspondent change in corporate law as it sets the rules for corporate behaviour. 
Therefore, the changes also have an impact and reflection in corporate law. 
3.2 Dimensions and Limitations on the Current Legislative 
Approaches to Regulating CSR  
Corporations are now facing greater scrutiny regarding their social, human rights, environmental 
and economic activities. The discussion in Section 3 on the hard and soft corporate law that 
underpins CSR shows that socially responsible corporate behaviour has become a matter of 
important legal concern globally. The legislative approaches can be divided into three categories: 
decision making, information disclosure, and explicit direct promotion. The elements, 
characteristics and limitations of these three categories will be introduced before they are critically 
analysed in Section 4 and 5, with the purpose of developing a workable and sustainable approach. 
3.2.1 Sustainable Decision Making  
The fiduciary duties to which directors are generally subject across many jurisdictions include the 
duty to act bona fide80 for the interest of the company and not for other collateral purposes.81 But 
to whom are these duties owed? ,QJHQHUDOGLUHFWRUV·GXWLHVDUHRZHGWRWKHFRPSDQ\DVDZKROH
and not to individual members.82 However, doing business is complicated and there may be many 
legal and commercial relationships between corporations and other related parties. Therefore, 
GLUHFWRUV·GXWLHVFRXOGEHHQODUJHGDQGH[WHQGHGEH\RQGJHQHUDOSULQFLSOHVLQFHUWDLQFLUFXPVWDQFHV
                                                          
79 -0F&RQYLOO	0-R\¶7KH,QWHUDFWLRQRI'LUHFWRUV·'XWLHVDQG6XVWDLQDEOH'HYHORpment in Australia: Setting off 
RQWKH8QFKDUWHG5RDG·Melbourne University Law Review 116; L. Stout, The Shareholder Value Myth: How Putting 
Shareholders First Harms Investors, Corporations, and the Public, San Francisco: Berrett-Koehler (2012). 
80 Re Smith & Fawcett Ltd [1942] Ch 304 CA; Re W & M Roith Ltd [1967] 1 All ER 427; JJ Harrison (Properties Ltd) v 
Harrison [2001] BCLC 158.. 
81 For directors using their power to raise capital for other purposes, see Punt v Symouns & Co Ltd [1903] 2 Ch 506; 
Hogg v Cramphorn Ltd [1967] Ch 254. For the requirement that a director must not put himself in a position where 
there is an actual or potential conflict between his personal interests and his duty to the company, see Section 175 
Companies Act 2006 on avoiding conflict of interests; see also Aberdeen Rly Co. v Blacikie Bros (1854) 2 Eq Rep 1281; 
Knight v Frost [1999] 1BCLC 364; Jonathan Bell v Eden Project Ltd (11 April 2001, unreported); Bhullar v Bhullar, Re Bhullar 
Bros Limited [2003] EWCA Civ 424, [2003] 2 BCLC 241, and the duty not to make secret personal profit from any 
opportunity resulting from their position, even if they are acting honestly and for the good of the company: see Regal 
(Hastings) Ltd v Gulliver [1942] 1 All ER 378, HL; Gencor ACP Ltd and Others [2000] 2 BCLC 834.. 
82 See Percival v Wright [1902] 2 Ch 421 & Peskin v Anderson [2000] BCC 1110. . 
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when considering the interests of wider audiences such as employees,83 creditors,84 individual 
shareholders85 and so forth. As long as boards of directors DUH´KRQHVWO\HQGHDYRXULQJWRGHFLGH
what will be for the benefit of the company and to act accordingly, it does not matter whether the 
Court would or would QRWFRPHWRWKHVDPHGHFLVLRQRUDGLIIHUHQWGHFLVLRQµ86 
For example, the enlightened shareholder value principle (ESVP),87 adopted in the UK Companies 
$FWDVWKH´GXW\WRSURPRWHWKHVXFFHVVRIWKHFRPSDQ\µHPERGLHGLQ6HFWLRQ, is worth 
discussing as an example of a legislative approach to sustainable decision making . This section 
makes it clear that the purpose of promoting the success of the company is for the benefit of its 
members as a whole.88 According to the section, the directors are required to create value for 
shareholders when considering the long-term interests of the corporation, and also to foster 
relationships with suppliers, employees and communities. The result of this definition is that the 
ESVP maintains the shareholder-centred paradigm favoured by those advocating the shareholder 
value principle. However, in appropriate circumstances it requires that consideration must be given 
to a wider range of interests.89 The adoption of the principle makes it legitimate for directors to 
look after the interests of stakeholders in order to maintain companies in the long term and 
PD[LPLVHVKDUHKROGHUV·LQWHUHVWV90 Despite these progressive attempts in company law legislation, 
                                                          
83 See Hutton v. West Cork Rwy. Co. Ltd. [1883] 23 Ch. D. 654; Saul D. Harrison & Son Plc, Re [1995] 1 B.C.L.C 14, CA.  
84 See Lonrho Ltd v Shell Petroleum Co Ltd [1981] 2 All ER 456, [1980] 1 WLR 627; Colin Gwyer & Associates Ltd v London 
Wharf (Limehouse) Ltd [2002] EWHC 2748 (Ch); [2003] B.C.C. 885 (Ch D); Bilta (UK) Ltd (In Liquidation) v Nazir [2012] 
EWHC 2163 (Ch); [2013] 2 W.L.R. 825; Winkworth v Edward Baron Development Co Ltd [1986] 1 W.L.R. 1512; [1987] 1 
All E.R. 114; Liquidator of West Mercia Safetywear Ltd v Dodd (1988) 4 B.C.C. 30; Yukong Line Ltd of Korea v Rendsburg 
Investments Corp of Liberia [1998] 2 BCLC 485; Facia Footwear Ltd (In Administration) v Hinchliffe [1998] 1 B.C.L.C. 218; 
Kinsela v Russel Kinsela Pty Ltd (1986) 4 ACLC 215; Colin Gwyer & Associates Ltd v London Wharf (Limehouse) Ltd [2002] 
EWHC 2748 (Ch); [2003] B.C.C. 885; Re Idessa (UK) Ltd (In Liquidation) [2011] EWHC 804 (Ch); [2012] B.C.C. 315. 
85 See Allen v Hyatt (1914) 30 TLR 444.. 
86 Shuttleworth v Cox Bros and Co (Maidenhead) [1927] 1 Ch 154; see also Peskin v Anderson [2000] Al ER (D) 2278; Coleman 
v Myers [1977] 2 NZLR 225; Brunninghausen v Glavanics [1999] 46 NSWLR 538; also, it was made clear by the Supreme 
&RXUWRI&DQDGDWKDWIRUPDOGLUHFWRUV·GXWLHVDVHVWDEOLVKHGXQGHU&DQDGLDQODZFDQLQYROYHFRQVLGHUDWLRQRIDEURDG
set of social, environmental and stakeholder concerns in appropriate circumstances in Peoples Department Store Inc. 
(Trustee of) v. Wise [2004] S.C.J. No. 64, 2004 SCC 68. [2004] 3 S.C.R. 461 at para 42 (S.C.C.). 
87  ESVP is the idea, described by Millon, that corporations should pursue shareholder wealth with a long-run 
orientation that seeks sustainable growth and profits based on responsible attention to the full range of relevant 
VWDNHKROGHULQWHUHVWV6HH'0LOORQ¶(QOLJKWHQHG6KDUHKROGHU9DOXH6RFLDO5HVSRQVLELOLW\and the Redefinition of 
&RUSRUDWH3XUSRVHZLWKRXW/DZ· LQ309DVXGHY	6:DWVRQ (Eds.), Corporate Governance after the Financial Crisis, 
Cheltenham: Edward Elgar p.68; see also A. Keay, The Enlightened Shareholder Value Principle and Corporate Governance, 
Abingdon: Routledge (2013).  
88 Members are in most cases the shareholders; section 172 does this to cater for the situation of all companies, 
including guarantee companies that do not have shareholders. 
89  J. Loughrey, A. Keay & L. Cerioni ¶/HJDO 3UDFWLWLRQHUV (QOLJKWHQHG 6KDUHKROGHU 9DOXH DQG WKH 6KDSLQJ RI
&RUSRUDWH*RYHUQDQFH· Journal of Corporate Law Studies 79 at 86. 
90 $ .HD\ ¶7DFNOLQJ WKH ,VVXHV RI WKH &RUSRUDWH 2EMHFWLYH $Q $QDO\VLV RI WKH 8QLWHG .LQJGRP·V ¶(QOLJKWHQHG
6KDUHKROGHU9DOXH$SSURDFK··Sydney Law Review 599. 
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a lack of enforcement is a significant problem, and the section has not brought any behavioural 
change from directors.91 
The Government of India has also created provisions and corresponding rules pertaining to CSR 
under its Companies Act 2013. Three types of target companies must constitute a CSR Committee 
of the Board consisting of three or more directors, of whom at least one must be an independent 
director.92 It is argued that the introduction of CSR provision in the Companies Act in India93 is a 
welcome step, but companies should see it as an opportunity rather than a burden because of its 
positive impact in the communities they are engaging in.94 In addition, the Indian and Mauritian 
legal systems have adopted a mandatory percentage of corporate profits as a CSR contribution, 
with a focus on diverting annual profits to CSR activities.95 
It is important to discuss the nature of CSR in these two jurisdictions to assess the effectiveness 
of their CSR legislation, considering how likely these legislations are to promote sustainable 
decision making.96 It has been suggested that CSR in India ´has traditionally been seen as a 
philanthropic activity as those that were performed but not deliberatedµ,97 and the practice of CSR 
                                                          
91 The non-member stakeholders listed under the section cannot initiate any proceedings against the directors when 
there is a breach of the duty. Hence, in the event of a breach of duties towards stakeholders, they are toothless in 
confronting the directors. 6HH-.D\¶7KH.D\5HYLHZRI8.(TXLW\0DUNHWVDQG/RQJ-term Decision Making: Final 
5HSRUW·-XO\) pp.57²76; this review delivered a wide-ranging report in 2012 on the reforms needed to embed a 
long-term focus in UK companies and equity markets. Kay found that a number of directors actually believed that 
they had a legal obligation ´WRDFKLHYHWKHKLJKHVWSRVVLEOHVKDUHSULFHLQWKHVKRUW-WHUPµVHHDOVR%,6¶%XLOGLQJD
Culture of Long-7HUP(TXLW\,QYHVWPHQW,PSOHPHQWDWLRQRIWKH.D\5HYLHZD3URJUHVV5HSRUW·2FWREHU$
Keay, The Enlightened Shareholder Value Principle and Corporate Governance Abingdon: Routledge (2013) Chapters 4 and 7; 
(/\QFK¶6HFWLRQ$*URXQG-EUHDNLQJ5HIRUPRI'LUHFWRU·V'XWLHVRUWKH(PSHURU·V1HZ&ORWKHV"· (2012) 33 
Company Lawyer 196; 9 +R ¶(QOLJKWHQHG 6KDUHKROGHU 9DOXH &RUSRUDWH *RYHUQDQFH beyond the Shareholder-
6WDNHKROGHU'LYLGH·Journal of Corporation Law $.HD\¶7KH'XW\WR3URPRWHWKH6XFFHVVRIWKH&RPSDQ\
Is It Fit for Purpose in a Post-Financial Crises World?·LQ-/RXJKUH\Eds.) 'LUHFWRUV·'XWLHVDQG6KDUHKROGHU/LWLJDWLRQ
in the Wake of Financial Crisis, Cheltenham: Edward Elgar (2014). 
92  Section 135 (1) Indian Companies Act 2013; the committee has three tasks, including formulating and 
recommending CSR policy, recommending the amount of expenditure to be incurred on related activities, and 
monitoring the CSR policy of the company accordingly to Section 135 (3) Indian Companies Act 2013. 
93 The term CSR is not defined in the Act. Schedule VII of the Act lists CSR activities and suggests communities as 
the focal point. 
94 &61.XPDU¶$6WXG\RI&655XOHVXQGHU&RPSDQLHV$FW·Asian Journal of Multidisciplinary Studies 142 
at 145.  
95 This is further discussed in Section 4.2. 
96 Majumdar argued that the new legislation embedded in Companies Act 2013 did not reflect the intent and spirit of 
CSR, ZKLFKLVLQFOXGLQJ&65LQWKHFRUHVWUDWHJLHVRIWKHFRPSDQ\$%0DMXPGDU¶,QGLD·VMRXUQH\ZLWK&RUSRUDWH
Social Responsibility ² :KDW1H[W·015) 33 Journal of Law and Commerce 165 at 204. 
97 $6LQJK	39HUPD ¶)URP3KLODQWKURS\ WR0DQGDWRU\&65$ -RXUQH\ WRZDUGV0DQGDWRU\&RUSRUDWH6RFLDO
5HVSRQVLELOLW\LQ,QGLD·European Journal of Business and Management 146 at 147. Religious practices (including 
Zakat, the Islamic practice of giving and consequent self-purification, or Dana, the practice of giving in Hindusim) 
and philosophical texts make it clear that individuals must engage in charitable activities that provide social and soul 
acceptance, and behaviours that give rise to the *DQGKLDQSULQFLSOHRIWUXVWHHVKLSVHH$%0DMXPGDU¶,QGLD·VMRXUQH\
with Corporate Social Responsibility ² :KDW1H[W·Journal of Law and Commerce $%0DMXPGDU¶=DNDW
Dana and Corporate SRFLDO 5HVSRQVLELOLW\·, available via 
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=2421001 (assessed 15th February 2016). 
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in India still remains within the philanthropic space.98 CSR in India was born out of the Gandhian 
model, including a voluntary commitment to public welfare and an ethical awareness from the 
Board of social needs and charitable donations by corporations and entrepreneurs.99 Therefore, it 
tends to focus on what is done with profits after they are made. 100 As such, CSR may not internalise 
socially responsible behaviours.101 This slows the development of CSR in India, although it is 
argued that contemporary CSR tends to effect community development through various projects, 
becoming more strategic in nature102 from the stakeholder perspective.103  
An insightful study on the nature of CSR in Mauritius was conducted by Pillay utilising an empirical 
interview approach, DUJXLQJWKDW´Whe majority of corporate executives either directly equated it 
(CSR) with philanthropy and simple charitable donations or saw it in baldly philanthropic 
termsµ104 It is important that CSR discussions do not only occur just after profits have been made; 
they should also make enquiries about how those profits are made, if the profits have been made 
in a socially responsible manner, and whether the core business activities contribute to sustainable 
development in order to achieve the main aim of CSR law, implementing CSR programmes in the 
reform of multi-stakeholder partnerships and embedding the notion in corporate culture.105 The 
government should view CSR as something coming from within the internal culture and practice, 
rather than as an externality imposed by legal regulation in order to contribute to a more 
accountable decision making process.106 Therefore, regarding the nature of CSR in Mauritius and 
India, it is crucial to embed the notion into corporate visions and strategies in order to evaluate 
and improve corporate behaviours and decisions and achieve a shift from the philanthropy-based 
model to a multi-stakeholder approach to CSR. 
                                                          
98 PricewaterhouseCoopers India, Handbook on Corporate Social Responsibility in India (Haryanan PwC India 2013) p.7.  
99 66DQJOH¶&ULWLFDO6XFFHVV)DFWRUVIRU&RUSRUDWH6RFLDO5HVSRQVLELOLW\D3XEOLF6HFWRU3HUVSHFWLYH·17 
Corporate Social Responsibility and Environmental Management 205 at 205²206; sHHDOVR6*6KDUPD¶&RUSRUDWH6RFLDO
Responsibility in ,QGLD$Q2YHUYLHZ·The International Lawyer 1515.   
100 03DYDQ	61HHWL¶([SDQGLQJ'LPHQVLRQVRI&65² 7KH,QGLDQ:D\·Asian Journal of Management 229 
at 230.  
101 5-HQNLQ¶*OREDOLVDWLRQ&RUSRUDWH6RFLDO5HVSRQVLELOLW\DQG3RYHUW\·81 International Affairs 525.  
102 PricewaterhouseCoopers India, Handbook on Corporate Social Responsibility in India (Haryanan PwC India 2013) p.7. 
103 J.A. Arevalo & D. Aravind ¶&RUSRUDWH6RFLDO5HVSRQVLELOLW\3UDFWLFHVLQ,QGLD$SSURDFK'ULYHUVDQG%DUULHUV·
(2011) 11 Corporate Governance: The International Journal of Business in Society 399; 6* 6KDUPD ¶&RUSRUDWH 6RFLDO
5HVSRQVLELOLW\LQ,QGLD$Q2YHUYLHZ·The International Lawyer 1515. 
104 R. Pillay, The Changing Nature of Corporate Social Responsibility: CSR and Development in Context ² the Case of Mauritius, 
Abingdon: Routledge (2015) p.243. 
105 Ibid. p.254; see also R.D. Gokulsing, ¶CSR Matters in the Development of MauritLXV·(2011) 7 Social Responsibility 
Journal 21853LOOD\¶0DXULWLXV·LQ:9LVVHU	17ROKXUVWCSR: A Country-by Country Analysis of Corporate Sustainability 
and Responsibility, Shuffled: Greenleaf Publishing (2010) p.257; J.D. Mahadeo & 76RREDUR\HQ¶$/RQJLWXGLQDO6WXG\
RIWKH,PSOHPHQWDWLRQRIWKH&RUSRUDWH*RYHUQDQFH&RGHLQD'HYHORSLQJ&RXQWU\7KH&DVHRI0DXULWLXV·
Business Society, published online before print available via 
http://bas.sagepub.com/content/early/2013/08/13/0007650313501838.abstract (accessed 10th February 2016). 
106
 R. Pillay, The Changing Nature of Corporate Social Responsibility: CSR and Development in Context ² the Case of Mauritius, 
Abingdon: Routledge (2015) p.265. 
19 
 
Apart from advancements made in the statutes, CSR has also been recognised in common law. 
The court emphasised the importance of considering the interests of employees in Commissioner of 
Income Tax v Modi Industries Ltd107 E\FODLPLQJWKDWWKHLULQWHUHVWVDUH´QRZWUHDWHGas an important 
IDFW DQG SDUW RI &65µ108 It is held in The Tata Power Company Ltd (Transmission) v Maharashtra 
Electricity Regulatory State Commission & Ors109 WKDW´&65H[SHQGLWXUHZDVWKHUHVSRQVLELOLW\RIWKH
FRPSDQ\DQGWKDWVXFKH[SHQVHVFRXOGQRWEHSDVVHGRQWRFRQVXPHUVµ110 The Delhi High Court 
also decided thDW ´corporate social responsibility and donations need to be made particularly 
attractive for pharmaceutical and other companies involved in this sectorµ111 It is reported in Aam 
Janta v. State of Mp. Ors112 that companies ´VKRXOGQRWMXVWOLPLWWKHLUDFWLYLWLHVto increasing their 
profits but strive to fulfil their corporate social responsibility on a continuous basis as long as the 
unit is under operationµ DQG VKRXOG ´PDLQWDLQ D JRRG UHODWLRQVKLS ZLWK DOO WKH VWDNHKROGHUs 
SDUWLFXODUO\ZLWKWKH ORFDOYLOODJHUVµ113 Despite the fact that emphasis has been given to certain 
stakeholder groups such as employees, local villagers (local communities) or customers, the 
judiciary has recognised the notion of CSR explicitly.114 
3.2.2 Information Disclosure 
Disclosure assists in making the securities market more transparent, and it is effective in 
maintaining the confidence of investors and various stakeholders by giving them access to relevant, 
sufficient and reliable information on a timely and regular basis115 in order to raise corporate 
governance standards and enhance accountability. 116  Information disclosure requirements in 
relation to social, environmental and human rights-related issues for listed companies are a 
frequently adopted way of enforcing CSR-related legal requirements117 and enabling stakeholders 
                                                          
107 [2010] 320 I.T.R. 546 (SC). 
108 [2010] 327 I.T.R. (570). 
109 MANU/ET/0150/2013. 
110 Ibid. 
111 Mohd. Ahmed (Minor) v. Union of India & Ors., W.P.(C) 7279/2013 (Del.). 
112 C.S., No. 35 of 2013, N.G.T., 21 Feb. 2014. 
113 Ibid. 
114 A provision that is similar to ESVP, also introduced in the new Companies Act, states WKDW´ $GLUHFWRURIDFRPSDQ\
shall act in good faith in order to promote the objects of the company for the benefit of its members as a whole, and 
in the best interests of the company, its employees, the shareholders, the community and for the protection of 
HQYLURQPHQWµ(Section 166 (2) of Indian Companies Act 2013).   
115 Principle IV. D, Chinese Securities Regulatory Committee, OECD-China Policy Dialogue on Corporate Governance: 
Corporate Governance of Listed Companies in China; Self-Assessment by the China Chinese Securities Regulatory Committee,(2011) 
OECD). 
116 A. Cadbury & I.M. Millstein, The New Agenda for ICGN, Discussion Paper No. 1 for the ICGN Tenth Anniversary 
Conference, London, July 2005, 13; available via https://www.icgn.org/403. 
117 Apart from jurisdictions discussed in Section 3, the regulatory initiatives were made in Canada (Continuous 
Disclosure Obligation NI51-102), Norway (Accounting Act (Regnskapsloven) 1999), Denmark (Aarhus Convention 
on Access to Information, Public Participation in Decision-making and Access to Justice in Environmental Matters 
1998), South AIULFD &RGHRI&RUSRUDWH3UDFWLFHDQG&RQGXFWWKH.LQJ·V&RGHDQG WKH8QLWHG6WDWHV VHH
1RWLFHRI6(&5HJLVWUDQWV·'XW\WR'LVFORVH/HJDO3URFHHGLQJV; according a 2015 report by the Initiative for 
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to remain informed about socially responsible corporate actions and decisions.118 Companies are 
becoming increasingly open about the social and environmental impacts of their business activities, 
especially with the growing number of multinational corporations and their acceptance and 
awareness of global CSR reporting standards.119 The requirement for information disclosure was 
introduced as part of corporate law to inform shareholders, or sometimes other stakeholders 
depending on jurisdictions, and help them assess how directors have performed their CSR-related 
duties. The information disclosure process may be regarded as a framework that allows two 
important aspects of accountability, namely completeness and comprehensiveness, to be easily, 
directly and simultaneously assessed.120  
The following section will move on to look at relevant legislations in the UK. The strategic report, 
a corporate disclosure requirement that has long been regarded as an important way of enhancing 
corporate accountability and improving the transparency of corporate activities,121 was introduced 
LQ WKH &RPSDQLHV $FW  6WUDWHJLF 5HSRUW DQG'LUHFWRUV· 5HSRUW 5HJXODWLRQV , which 
amended the Companies Act 2006 regarding issues of information disclosure. Companies must 
QRZSURGXFHD´VWUDWHJLFUHSRUWµSXUVXDQWWRWKHQHZ6HFWLRQV$-D of the Companies Act 
2006. Apart from environmental matters, company employees and social and community issues,122 
TXRWHGFRPSDQLHVZLOODOVRKDYHWRLQFOXGH´WRWKHH[WHQWQHFHVVDU\IRUDQXQGHUVWDQGLQJRIWKH
GHYHORSPHQWSHUIRUPDQFHRUSRVLWLRQRIWKHLUEXVLQHVVµ information about human rights issues, 
including information on any related policy and its effectiveness.123 ,QWKHDXWKRU·VRSLQLRQWKH
new strategic report has not substantially changed the requirements embedded in the previously 
required business review.124 However, it is positive to see more detailed requirements regarding 
                                                          
Responsible Investment at the Hauser Institute for Civil Society at the Kennedy School, twenty-three countries have 
enacted legislation requiring public companies to issue reports on social and environmental issues including, apart 
from the countries that have been mentioned here, Argentina, China, the EU, Ecuador, Finland, Germany, Greece, 
Hungary, Ireland, Italy, Japan, Malaysia, the Netherlands, Spain and Taiwan; see Initiative for Responsible Investment, 
Corporate Social Responsibility Disclosure Efforts by National Government and Stock Exchanges (March 12, 2015).  
118 For example, KMPG believes, from a practical point of view, that corporate responsibility reporting has established 
its position as the de facto law for business, delivering a compelling insight into the expectations that companies face; 
see KPMG, KPMG International Survey of Corporate Responsibility Reporting 2011 (2011) p.2. 
119 6 &KHQ 	 3 %RXYDLQ ¶,V &RUSRUDWH 5HVSRQVLELOLW\ &RQYHUJLQJ" $ &RPSDULVRQ RI &RUSRUDWH 5HVSRQVLELOLW\
5HSRUWLQJLQWKH86$8.$XVWUDOLDDQG*HUPDQ\·7 Journal of Business Ethics 299 at 300.  
120 /%RXWHQ3(YHUDHW/9/LHGHNHUNH/'0RRU	-&KULVWLDHQV¶&RUSRUDWH6RFLDO5HVSRQVLELOLW\5HSRUWLQJ$
&RPSUHKHQVLYH3LFWXUH·Accounting Forum 187 at 202.  
121 For example, VHH&KDSWHURI´G20/OECD Principles of Corporate Governance 2015µ 
122 Section 414C (7)(b) Companies Act 2006. 
123 Section 414CE&RPSDQLHV$FW6WUDWHJLF5HSRUWDQG'LUHFWRUV·5HSRUW5HJXODWLRQ 
124 The Business Review was the previous legal requirement before the enforcement of the Companies Act 2006 
6WUDWHJLF5HSRUWDQG'LUHFWRUV·5HSRUW5HJXODWLRQ/HJLVODWLYHO\XQGHU6HFWLRQRIWKH&RPSDQLHV$FW
GLUHFWRUVDUHREOLJHGWRLQFOXGHLQWKH%XVLQHVV5HYLHZ´DIDLUUHYLHZRIWKHFRPSDQ\·VEXVLQHVVDQGDGHVFULSWLRQRI
WKH SULQFLSDO ULVNV DQG XQFHUWDLQWLHV IDFLQJ WKH FRPSDQ\µ 7KH SXUSRVH RI WKH %XVLQHVV 5HYLHZ was ´WR LQIRUP
members of the company and help them assess how the directors have performed their dut\XQGHU6HFWLRQµ7KH
REOLJDWLRQV LPSRVHGRQTXRWHGFRPSDQLHVDUHPRUHRQHURXV LQFRPSDULVRQ7KHLU%XVLQHVV5HYLHZPXVW´WR WKH
H[WHQWQHFHVVDU\ IRU DQXQGHUVWDQGLQJRI WKHGHYHORSPHQW SHUIRUPDQFHRUSRVLWLRQ RI WKH FRPSDQ\·V EXVLQHVVµ
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HPSOR\HHV·DQGHQYLURQPHQWDOLVVXHVDVZHOODVDUHFRJQLWLRQRIKXPDQULJKWVLVVXHVDQGOLQNVZLWK
corporate governance codes and information disclosure for quoted companies. Nevertheless, the 
purpose of the strategic report is to inform members of the company and help them assess how 
the directors have performed their duty under Section 172,125 and it is suggested that two-way 
communication, via a system under which information can be transferred between the company 
and its shareholders and stakeholders in a bidirectional manner, should be established to make the 
CSR information disclosure system more efficient.126 Therefore, it is worth reconsidering the 
purpose of the strategic report by possibly addressing the report to both shareholders and 
stakeholders. 
 
3.2.3 Explicit Promotion of CSR or Primary Stakeholder(s) 
There are jurisdictions, such as China and India,127 which adopt terms such as ´ CSRµDQG´ EXVLQHVV
HWKLFVµ H[SOLFLWO\ DV D JHQHUDO FRUSRUDWH REMHFWLYH VWLSXODWLRQ 128  These overlapping terms are 
introduced in the general provisions of corporate law to clarify that corporate responsibility goes 
beyond the economic and legal responsibility towards social and philanthropic concerns. This is a 
positive and progressive step for legislators to realise the importance of ethical and social 
responsibilities at the primary stage of corporate governance.129 It is hope that the adoption of 
CSR in corporate law will change the voluntary character of CSR and encourage corporations to 
engage with internal self-governance, rather than relying on external contracts and regulations.  
Apart from the generalised terms mentioned in the last paragraph, certain stakeholder group(s) 
may be explicitly mentioned in corporate law legislation due to their importance. They are normally 
primary stakeholders,130 i.e. the parties who have a real, direct and tangible interest in a company.131 
They interact with the company as input providers and are always ultimately affected by the state 
                                                          
LQFOXGH ´WKH main trends and factors likely to affect the future development, performance and position of the 
FRPSDQ\·VEXVLQHVVDQGLQIRUPDWLRQDERXWHQYLURQPHQWDOPDWWHUWKHFRPSDQ\·VHPSOR\HHVVRFLDODQGFRPPXQLW\
LVVXHVµ 
125 Section 414C (1) Companies Act 2006. 
126 Ibid. at 442. 
127 See Article 5 of Chinese Company Law, Section 134²135 of the Indian Companies Act 2013. 
128 This implies that the controlling bodies of companies, when pursuing the interests of their shareholders, have to 
be socially responsible, and responsible to internal and external stakeholders. 
129  The abstract provision could act as a guidance principle for future provisions, such as: detailed corporate 
UHVSRQVLELOLWLHV DW GLIIHUHQW OHYHOV HQIRUFHPHQW PHDVXUHV IRU WKHVH UHVSRQVLELOLWLHV GLUHFWRUV· GXWLHV WRZDUGV
VWDNHKROGHUV LQ UHDOLVLQJ WKHVH UHVSRQVLELOLWLHV DQG FRUSRUDWH OLDELOLW\ DQG GLUHFWRUV· OLDELlity in breach of these 
responsibilities. 
130 Typical primary stakeholders are employees or creditors who input human capital and loan capital to companies, 
while shareholders inject equity capital. 
131 $'DUOLQJ¶$3ROLWLFDO3HUVSHFWLYH·LQ*.HOO\'.HOO\	$*DPEOHEds.) Stakeholder Capitalism, Basingstoke: 
Palgrave (1996) p.17. 
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of the company; these HIIHFWVFRXOGEHHLWKHUEHQHILFLDORUDGYHUVH7KH\DOVRFRXQWLQ´VWULFWO\
EXVLQHVVµWHUPV132; without them the business simply could not function. )RUH[DPSOHGLUHFWRUV·
duties towards creditors are widely discussed in corporate law when companies are subject to 
certain circumstances.133 Moreover, employees· participation in corporate decisions enables them 
to have their voices heard, including via possible co-determination measures such as employee 
representation on the corporate board, employee representation through works councils, collective 
bargaining arrangements or employee share ownership. German companies are a typical example; 
they are regarded as institutions, as communities in themselves ² ´an organisation in turn 
embedded in a communityµ characterised by employee participation in the form of employee 
representatives on the board of directors and the work council.134 
Chinese legislators have tried to promote CSR in a fairly explicit manner. China started paying 
attention to CSR comparatively late, as a result of external and internal pressures.135 Since China 
opened its doors to the outside world, a legal system regulating the corporate and financial markets 
has been established based heavily on Chinese Company Law. From the perspective of 
                                                          
132 See J. Dean, Directing Public Companies: Company Law and the Stakeholder Society, London: Cavendish Publishing Limited 
(2001) p.103. 
133 Companies in an insolvent condition, near or in the vicinity of insolvency, doubtfully solvent, or at risk of 
insolvency or financial instability; the common law discussion in this area is vast. See Section 172 (3) Companies Act 
2006; Re New World Alliance Pty Ltd, [1994] 51 FCR; Multinational Gas and Petrochemical Co v Multinational Gas and 
Petrochemical Services Ltd [1983] Ch 258; Re MDA Investment Management Ltd [2004] BPIR 75 at 102; [2003] EWHC 227 
(Ch) at [70]. Nicholson v Permakraft (NZ) Ltd [1985] 3 ACLC 453; Re Horsley & Weight Ltd [1982] 1 Ch 442 at 455; Geyer 
v Ingersoll Publications Co 621 A 2d 784; Facia Footwear Ltd (in administration) v Hinchliffe [1998] 1 BCLC 218; HLC 
Environmental Projects Ltd, Re [2013] EWHC 2876 (Ch) (Ch D (Companies Ct)); Moulin Global Eyecare Holdings Ltd v Lee 
>@+.&),&),+.)RUDFDGHPLFGLVFXVVLRQRIWKHILHOGVHH$.HD\¶'LUHFWRUV·'XWLHVDQG&UHGLWRUV·
,QWHUHVWV·Law Quarterly Review 443; A. Keay, &RPSDQ\'LUHFWRUV·5HVSonsibilities to Creditors, London: Routledge-
Cavendish, (2007); D. Milman, Governance of Distressed Firms, Cheltenham: Edward Elgar (2013); J. Zhao & S. Wen, 
¶,PSURYLQJWKH'LVDGYDQWDJHG3RVLWLRQRI8QVHFXUHG&UHGLWRUVWKURXJK/DZDQG&RUSRUDWH6RFLDO5HVSRQVLELOLW\·
(2013) Journal of Business Law 868. 
134 -.D\	$6LOEHUVWRQ¶&RUSRUDWH*RYHUQDQFH·National Institute Economic Review 84; see also R. Pillay, 
The Changing Nature of Corporate Social Responsibility: CSR and Development in Context ² the Case of Mauritius, Abingdon: 
Routledge (2015) pp.88²91; the Aktiengesetz mandates a two-tier board with a supervisory board (Aufsichtsrat in 
§100 AktG) anda  management board (Vorstand in §76 (3) AktG); see also §1, 7, 27, 31 MitbestG; three co-
determination regimes are currently enforced under German Law, including co-determination pursuant to the 
Montan Co-Determination Act, co-determination pursuant to the DrittelbG 2004, and co-determination under the 
Co-Determination Act 1976. Historically, there has been voluntary formation of labour councils at the factory level 
by an amendment to the Business Practice Act in 1890 (Gewerbeordnung or GewO); Article 165 of the Weimar 
Constitution of 1919 guaranteed employees the right to cooperate with employers on an equal basis in the regulation 
of wages and working conditions; and the Labour Management Relationship Act 1952 (Betriebsverfassungsegesetz 1952, 
or BetrVG 1952) introduced the principle of one third representation of the management board for all other 
industries. SHHDOVR*&URPPH¶&RUSRUDWH*RYHUQDQFHLQ*HUPDQDQGWKH*HUPDQ&RUSRUDWH*RYHUQDQFH&RGH·
(2005) 13 Corporate Governance: An International Review 362; 0*RHUJHQ0&0DQMRLQ	/5HQQHERRJ¶&RUSRUDWH
*RYHUQDQFHLQ*HUPDQ\·LQ..HDVH\67KRPSVRQ	0:ULJKW(GVCorporate Governance: Accountability, 
Enterprise and International Comparisons, Chichester: John Wiley & Sons (2005) 285. 
135 See J. Zhao, Corporate Social Responsibility in Contemporary China, Cheltenham: Edward Elgar (2014) pp.69²87; L. Zu, 
Corporate 6RFLDO5HVSRQVLELOLW\&RUSRUDWH5HVWUXFWXULQJDQG)LUP·V3HUIRUPDQFH, Berlin: Springer-Verlag (2009) p.44²50. 
23 
 
corporations, the emphasis on ´building a harmonised societyµ136 has symbolic importance for 
advancing CSR in China.137 Regulating corporate behaviour through politically legitimate measures 
is arguably an effective way to achieve these goals. Article 5 of Chinese Company Law 2006 states 
that ´a company must, when engaging in business activities, abide by the laws and administrative 
regulations, observe social morals and business ethics, be in integrity and good faith, accept 
regulation of the government and the public, and undertake social responsibilitiesµ. Companies 
are required to abide by the law and regulations when they aim to make profits by taking advantage 
of limited liability. It is also to the benefit of modernised corporations as a new type of corporation, 
GHVLJQHGWRHQJDJHLQ¶IRUSURILW·XQGHUWDNLQJVEXWZKLFKDOVRZLVKWREHDFFRXQWDEOHIRUVRFLDO
and environmental concerns. 138 The explicit use of the term CSR gives boards legitimacy in 
FRQVLGHULQJVWDNHKROGHUV·LQWHUHVWVHowever, the legal effects and interpretation of the Article are 
unclear: is it legally binding or simply advisory? Should it be regarded as an exhortatory rather than 
a mandatory provision, or is it part of WKH FRPSDQ\·V fiduciary duties?139 Despite the fact that 
suggestions on how to enforce this Article have been made by both academic and government 
documents, attempts have focused on possible collaboration with international standards, the legal 
transplant of other CSR legislative approaches, and interference by administrative and government 
power,140 all of which have limitations and have failed to deal with social problems such as human 
right abuses.141 While &KLQD·VKXPDQULJKWVDFWLYLVWVPD\ ´face imprisonment, detention, torture, 
commitment to psychiatric facilities, house arrest, and intimidationµ 142  it is important for 
                                                          
136 Since the Sixth Plenary Session of the Sixteenth Central Committee of the Chinese Communist Party in 2006, the 
policy has been adopted as the long-term goal of Chinese socialism; see G. Long, S. Zadek & J. Wickerham, 
¶$GYDQFLQJ6XVWDLQDEOH&RPSHWLWLYHQHVVRI&KLQD·V7UDQVQDWLRQDO&RUSRUDWLRQV·AccountAbility, London (2009) p.35. 
137 /:/LQ¶&RUSRUDWH6RFLDO5HVSRQVLELOLW\LQ&KLQD:LQGRZ'UHVVLQJRU6WUXFWXUDO&KDQJH·Berkeley Journal 
of International Law 64 at 88. 
138 J. Blount & K. Offei-'DQVR¶7KH%HQHILW&RUSRUDWLRQ$4XHVWLRQDEOH6ROXWLRQWRD1RQ-([LVWHQW3UREOHP·
44 6W0DU\·V/DZ-RXUQDO 617. 
139
 /:/LQ¶&RUSRUDWH6RFLDO5HVSRQVLELOLW\LQ&KLQD:LQGRZ'UHVVLQJRU6WUXFWXUDO&KDQJH·Berkeley 
Journal of International Law 64 at 96. 
140
 The State-owned Assets Supervision and Administration Commission of the State Council (SASAC) issued the 
´*XLGHOLQHVWRWKH6WDWH-Owned Enterprises Directly under the Central Government on Fulfilling Corporate Social 
5HVSRQVLELOLWLHVµWKH&KLQHVH$FDGHP\RI,QWHUQDWLRQDO7UDGHDQG(FRQRPLF&RRSHUDWLRQDVXEVLGLDU\RIWKH
0LQLVWU\RI&RPPHUFHLVVXHG´*XLGHOLQHVRQ&RUSRUDWH6RFLDO5HVSRQVLELOLW\&RPSOLDQFHE\)RUHLJQ,QYHVWHG
(QWHUSULVHVµWKH6KDQJKDL6WRFN([FKDQJHLVVXHG´1RWLFHRQ6WUHQJWKHQLQJ/LVWHG&RPSDQLHV·$VVXPSWLRQRI
6RFLDO5HVSRQVLELOLW\DQG*XLGHOLQHVRQ6KDQJKDL6WRFN([FKDQJH/LVWHG&RPSDQLHV·(QYLURQPHQWDO,QIRUPDWLRQ
'LVFORVXUHµ; see also J. Zhao, Corporate Social Responsibility in Contemporary China, Cheltenham: Edward Elgar (2014) 
pp.136²141; -6DUNLV1/L	4=KX¶:LQGVRI&KDQJH&RUSRUDWH6RFLDO5HVSRQVLELOLW\LQ&KLQD·-DQXDU\²
February) Ivey Business Journal 1. 
141 Human rights issues have been largely ignored by corporations in their corporate report based on empirical research 
by Li and Cui in Z. Li, X.N. Cui, Corporate Social Responsibility in China, Beijing: China Economic Publishing House 
(2011). It may be a useful opportunity for the UN to introduce human rights law and jurisprudence developed by the 
81WUHDW\ERGLHVWRWKH&KLQHVHOHJDODQGFRQVWLWXWLRQDOV\VWHP6HH636XEHGL¶&KLQD·V$SSURDFKWR+XPDQ5LJKWV
DQGWKH81+XPDQ5LJKWV$JHQGD· 14 Chinese Journal of International Law 437. 
142 Human Rights Watch, World Report 2014: Chinese Events of 2013; for example, Zhao Lianhai, a Chinese activist 
who campaigned for better compensation for victims of the Sanlu baby milk scandal, was jailed for two-and-a-half 
years RQFKDUJHRI´FDXVLQJDVHULRXVGLVWXUEDQFHµ under Section 293, Chinese Criminal Law 1997. 
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legislators and corporate directors to reconsider the nature, scope and priorities of CSR and the 
effectiveness of Article 5 of Chinese Company Law. Treating human right issues more seriously 
also fits into the business case for CSR, since Western countries may harbour concerns about 
Chinese investment due to the FRXQWU\·V poor human rights record.143  
 
4. Legislative Components for A Realistic Approach  
 
Finding the most appropriate regulatory framework, which is efficient, enforceable, and fits with 
a FRXQWU\·Vunique legislative environment, seems much more sensible than arguing about whether 
the nature of CSR is truly voluntary. As part of the domestic legal and financial framework a 
corporate law system has significant sources of path dependence, 144  which include historical 
accidents as well as economic and political particulars of the domestic system.145 The persistence 
of these sources significantly contributes to the stability of the domestic corporate governance 
system in any local socio-economic environment. ,WLVUHFRJQLVHGWKDWD´ RQHVL]HILWVDOOµDSSURDFK
will not work because of the existence of path dependence.146 Path dependence assumes that there 
is no ideal solution, but equilibrium can be achieved within a jurisdiction between the role of law 
and that of other social institutions, so as to assist government to draft a piece of CSR legislation 
with unique characteristics.147,148 Changes in individual legal rules and related reforms, typically in 
                                                          
143 )RUH[DPSOHVHH2/XL¶0LQLQJ&RPSDQLHV([SODLQWKHLU2SHUDWLRQV$EURDG² DQG6R'R7KHLU3UREOHPV·
CSR Asia, 7th October 2008. However, it is argued that the settlement of human rights related issues still has a long 
way to go in China: see +=KDQJ	&4LDQ¶0HUJLQJ%XVLQHVVDQG+XPDQ5LJKWVLQ&KLQD6WLOO$/RQJ:D\WR
*R· (2014) 76 Focus, available via http://www.hurights.or.jp/archives/focus/section3/2014/06/merging-business-
and-human-rights-in-china-still-a-long-way-to-go.html (accessed 22nd February 2016); see also R.J. Hanlon, Corporate 
Social Responsibility and Human Rights in Asia, Abingdon: Routledge (2014) pp.91²116. 
144 According to path dependence theory, an outcome or decision is shaped in specific and systematic ways by the 
historical path leading to it, as well as by other factors within the socio-economic context; see 2$+DWKDZD\¶7KH
&RXUVHDQG3DWWHUQRI/HJDO&KDQJHLQD&RPPRQ/DZ6\VWHP·Iowa Law Review 1, 103²104. 
145 /%HEFKXN	0-5RH ¶$7KHRU\RI3DWK'HSHQGHQFH LQ&RUSRUDWH*RYHUQDQFHDQG2ZQHUVKLS·  
Stanford Law Review 127. 
146 6HH$$QGHUVRQDQG33*XSWD ¶&RUSRUDWH*RYHUQDQFH'RHV2QH6L]H)LW$OO·  Journal of Corporate 
Accounting & Finance 5*LOVRQ¶&RQWUROOLQJ6KDUHKROGHUVDQG&RUSRUDWH*RYHUQDQFH&RPSOLFDWLQJ&RUSRUDWH
7D[RQRP\· Harvard Law Review 0-5RH ¶([SODLQLQJ:HVWHUQ6HFXULWLHV0DUNHWs· LQ0-5RHEd.), 
Corporate Governance: Political and Legal Perspectives Colchester, Edward Elgar (2005) at 279. See also J. Buchanan, D.H. 
&KDL	6'HDNLQ¶(PSLULFDO$QDO\VLVRI/HJDO,QVWitutions and Institutional Change: Multiple-Methods Approaches 
DQGWKHLU$SSOLFDWLRQWR&RUSRUDWH*RYHUQDQFH5HVHDUFK·&HQWUHIRU%XVLQHVV5HVHDUFK8QLYHUVLW\RI&DPEULGJH
Working Paper No. 445; 5+ 6FKPLGW 	 * 6SLQGOHU ¶3DWK 'HSHQGHQFH DQG &RPSOHPHQWarity in Corporate 
*RYHUQDQFH·LQ1*RUGRQ	0-5RHEds.), Convergence and Persistence in Corporate Governance, Cambridge: Cambridge 
University Press (2004) 114; M. Aoki, Corporation in Evolving Diversity: Cognition, Governance and Institutions, New York: 
Oxford University Press (2012). 
147 2IFRXUVHWDNLQJLQWRDFFRXQWDQDWLRQ·VFRUSRUDWHODZHQIRUFHPHQWSURFHVVHVVKDUHKROGHUVWUXFWXUHFLYLO
procedures, stage of economic development, and other aspects including the culture, history and traditions that are 
embedded within a particular jurisdiction. 
148 -%HOO¶3DWK'HSHQGHQFHDQG/HJDO'HYHORSPHQW·Tulane Law Review 787 at 787. 
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ways which are consistent with the prevailing legal tradition and other factors,149 will be applicable 
for reforms to corporate law in order to promote CSR. While individual companies are faced with 
complex unique situations, and there is no single perfect system to which all legal system should 
try to converge, the author believes that there are a number of coherent sets of principles and rules 
that can deal with the same social problems. These suggestions may act as reasons for reform or 
as guidance for minor adjustments for government to restructure or revolutionise their CSR law 
as appropriate.150 
4.1 Corporate Law Supported and Enriched by Soft Laws  
CSR legislation is normally embedded in national law through decision making, disclosure, profit 
distribution and direct promotion. These may be classic command-and-control state regulation 
standards, along with penalties for breaches of duties aimed at correcting market failure. These are 
punitive mechanisms designed to secure compliance. However, compliance with regulation is not 
always effective and guaranteed because of business evasion, inadequate sanctions and limited 
enforcement resources, or political interference.151 The advantages of hard legalisation are that it 
is precise and enforceable, and it gives authority for interpreting and implementing the law.152 
However, these advantages have not been effectively reflected in CSR laws because enforcement 
is one of the key problems of the current legislative approaches adopted in various jurisdictions. 
The realm of soft law is invoked once hard law arrangements have been weakened along the 
dimensions of obligation, precision and delegation.153 Within the corporate law domain, soft laws 
aim to change corporate behaviours by encouraging ´YROXQWDU\µFHUWLILFDWLRQRURWKHUschemes 
that may influence government rewards or penalties of various sorts.154  
Due to the ineffectiveness of both hard and soft laws, it may be worth considering integrating an 
efficient CSR legislative system with different policy approaches, taking advantage of regulatory 
power from corporate law and flexibility in soft laws and allowing a role for individual autonomy 
                                                          
149 R. La Porta, F. Lopez-de-6LODQHV	$6KHLIHU¶7KH(FRQRPLF&RQVHTXHQFHVRI/HJDO2ULJLQV·Journal of 
Economic Literature 285; see also J. Bendall, Barricades and Boardrooms: A Contemporary History of the Corporate Accountability 
Movement, Technology, Business and Society Programme Paper No.1 3. (Geneva: UN Research Institute for Social 
Development, 2004). 
150 6HH05RH¶&RPPHQWDU\&KDRVDQG(YROXWLRQLQ/DZDQG(FRQRPLFV·Harvard Law Review 641. 
151 M. Kerr, R. Janda & C Pitts, Corporate Social Responsibility: A Legal Analysis, Ontario: LexisNexis (2009) p.101; see 
also I. Filatotchev & & 1DNDMLPD ¶&RUSRUDWH *RYHUQDQFH 5HVSRQVLEOH 0DQDJHULDO %HKDYLRXU DQG &65
2UJDQL]DWLRQDO(IILFLHQF\YHUVXV2UJDQL]DWLRQDO/HJLWLPDF\·Academy of Management Perspectives 289; S. Benn, 
D. Dunphy & A. Griffiths, Organizational Change for Corporate Sustainability, 3rd edn., Abington: Routledge (2014). 
152 K.W. Abbott & D. Snidal, ¶+DUGDQG6RIW/DZLQ,QWHUQDWLRQDO*RYHUQDQFH·International Organization 421 
at 421. 
153 Ibid. at 422. 
154 .30*·V*OREDO6XVWDLQDELOLW\6HUYLFHV	 United Nation Environment Programme, Carrots and Sticks for Starters: 
Current Trends and Approaches in Voluntary and Mandatory Stands for Sustainability Reporting (South Africa: UNEP 2006) p.9. 
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and circumstances in shaping an appropriate compliance response.155 While corporate law could 
impose duties on boards of directors or give them legitimacy to be able to engage with CSR-related 
activities, principles of ´comply or explainµ156 could be effectively adopted through soft law to 
meet the unique needs of each jurisdiction.157 In other words, corporate law has an important 
function in fostering active participation in CSR-oriented corporate decisions and actions. This 
regulatory approach could be employed to establish a clearer, more predictable and more 
consistent standard of conduct that may potentially reduce transaction costs for businesses.158 Soft 
laws in place for dealing with corporate governance-related issues have been useful in a number 
situations, especially for issues concerning corporate accountability, corporate transparency and 
CSR. 159  Pillay argued that soft law has many advantages, LQFOXGLQJ ´WLPHO\ DFWLRQ ZKHQ
governments are stalemated, bottom-up initiatives that bring additional legitimacy, expertise and 
other resources for making and enforcing new norms and standards and an effective means for 
direct civil society participation in global governanceµ 160 However, soft law, in the form of quasi- 
or non-legal instruments, has been criticised for lack of or weaker binding force comparing to hard 
law, and an inability to mandate uniform minimum standards.161 In terms of CSR soft law, its 
                                                          
155 $¶FRPSO\RUH[SODLQ·DSSURDFKUHGXFHVUHSRUWLQJFRVWVIRUFRPSDQLHVE\QRWUHTXLULQJFRPSDQLHVWRUHSRUWRQ
matters which are not relevant in practice; see European Commission, The EU Corporate Governance Framework 
COM(2011) 164 final 5.4.2011, 18. 
156 This concept RI¶FRPSO\RUH[SODLQ· originated in the UK with the Cadbury Report in 1992, which provided the 
first serious code, and states that a company should comply with a set code of practice, but if it does not then it must 
state this LQWKHDQQXDOGLUHFWRUV·UHSRUWDQGH[SODLQZK\; see $.HD\¶&RPSO\RU([SODLQLQ&RUSRUDWH*RYHUQDQFH
&RGH,Q1HHGRI*UHDWHU5HJXODWRU\2YHUVLJKW·Legal Studies 279; ,0DF1HLO	;/L¶´&RPSO\RU([SODLQµ
Market Discipline and Non-CompliDQFHZLWK WKH&RPELQHG&RGH·   Corporate Governance: An International 
Review  &$QGUHV	(7KHLVVHQ¶6HWWLQJD)R[WR.HHSWKH*HHVH² Does the Comply-or-Explain Principle 
:RUN"·Journal of Corporate Finance 289; S. Arcota, V. Brunob & A. Faure-*ULPDXG¶&RUSRUDWH*RYHUQDQFH
LQWKH8.,VWKH&RPSO\RU([SODLQ$SSURDFK:RUNLQJ"·International Review of Law and Economics 193; D. 
Seidl, P. Sanderson & J. Roberts ¶$SSO\LQJ WKH ¶&RPSO\-or-([SODLQ·3ULQFLSOH'LVFXUVLYH/HJLWimacy Tactics with 
5HJDUGWR&RGHRI&RUSRUDWH*RYHUQDQFH·Journal of Management and Governance 791.  
157 For example, it is suggested by Horrigan that new rules are needed, with governments, companies and the 
community all playing a part and proposing a framework of international agreement focusing on CSR; see Horrigan, 
Corporate Social Responsibility in the 21st Century: Debates, Models and Practices Across Government, Law and Business, Cheltenham: 
Edward Elgar (2010) pp.269²270.  
158 M. Kerr, R. Janda & C Pitts, Corporate Social Responsibility: A Legal Analysis Ontario: LexisNexis (2009) p.100; see 
DOVR %( 2OVHQ 	 .( 6RUHQVHQ ¶6WUHQJWKHQLQJ WKH (QIRUFHPHQW RI &65 *XLGHOLQHV )LQGLQJ D 1HZ %DODQFH
EHWZHHQ+DUG/DZDQG6RIW/DZ·Legal Issues of Economic Integration 9. 
159 For example, corporate governance codes to which listed companies should adhere could be one of the legal 
documents that help to promote CSR. They are useful in the context of voluntary principles that acquire recognition 
by companies, international financial institutions and civil societies as the result of an industry drive towards self-
regulation, globally re-enforcing norms that have received multi-lateral and international acceptance; see B. Nwete, 
¶&RUSRUDWH6RFLDO5HVSRQVLELOLW\DQG7UDQVSDUHQF\LQthe Development of Energy and Mining Projects in Emerging 
0DUNHWV ,V6RIW/DZWKH$QVZHU"· German Law Journal 311 at 327. As another example, stock exchanges 
require social and environmental disclosure as part of their listing requirements: AustrDOLD·V$6;%UD]LO·V%RYHVSD
,QGLD·V6HFXULWLHVDQG([FKDQJH%RDUGDQGWKH/RQGRQ6WRFN([FKDQJHVHH Initiative for Responsible Investment, 
Corporate Social Responsibility Disclosure Efforts by National Government and Stock Exchange (March 12, 2015) 
160
 R. Pillay, The Changing Nature of Corporate Social Responsibility: CSE and Development in Context ² the Case of Mauritius, 
Abingdon: Routledge (2015) p.136. 
161 3,UHODQG	5*3LOOD\¶&RUSRUDWH6RFLDO5HVSRQVLELOLW\LQD1HROLEHUDO$JH·LQ38WWLQJ	-&. Marques (Eds.) 
Corporate Social Responsibility and Regulatory Governance: Towards Inclusive Development? Basingstoke: Palgrave Macmillan 
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effectiveness is seriously challenged by the ´UXWKOHVVO\ VKDUHKROGHU-oriented, Anglo-American 
model of the corporations which is antithetical to [which] meaningful CSR is being entrenched 
DURXQGWKHZRUOGE\OHJDODQGRWKHUPHDQVµ162 From a practical perspective, soft law could leave 
companies with leeway for them to edit their CSR report to exaggerate their degree of compliance 
in order to demonstrate their adherence to the principles.163 This is unsurprising in the context of 
the financial crisis of 2008; self-regulation through soft law and voluntary codes such as corporate 
governance codes, which are already prevalent in the area, has not stopped companies from 
performing badly and even collapsing, and companies have failed to act responsibly towards 
various corporate constituencies.164  
A third approach consisting of a combinative CSR regulatory framework, dominated by corporate 
law and supported by soft law, will help corporations to achieve aims in line with their stated 
business goals, legal requirements and social expectations, and ultimately to maintain their 
accountability.165 The role played by soft law is seen as a supporting role to enrich and strengthen 
the traditional legal instruments in the context of toda\·VJOREDOLVHGeconomies, dynamic and the 
complicated nature of CSR and constant but variable social needs.166 The complementary roles 
played by soft and hard law will help corporations in understanding and implementing legal norms 
for CSR gradually and smoothly through corporate strategy and internal management policies. A 
positive characteristic of soft law is that it is blurred around the edges and thus facilitates the 
evolution of accepted market norms rather than imposing rigid standards, which is particularly 
suitable for CSR legislations where values and corporate culture are at the root of the issue.167 
                                                          
(2010) 77 at 91; R.V. Aguilera, I. Filatotchev, H. Gospel & *-DFNVRQ¶$Q2UJDQL]DWLRQDO$SSURDFKWR&RPSDUDWLYH
&RUSRUDWH*RYHUQDQFH&RVWV&RQWLQJHQFLHVDQG&RPSOHPHQWDULWLHV·Organization Science 475 at 488; see 
DOVR,(VVHU¶&RUSRUDWH6RFLDO5HVSRQVLELOLW\$&RPSDQ\/DZ3HUVSHFWLYH· South African Mercantile Law 
Journal 317.  
162 3,UHODQG	5*3LOOD\¶&RUSRUDWH6RFLDO5HVSRQVLELOLW\LQD1HROLEHUDO$JH·LQ38WWLQJ	-&0DUTXHVEds.) 
Corporate Social Responsibility and Regulatory Governance: Towards Inclusive Development? Basingstoke: Palgrave Macmillan 77 
DWVHHDOVR'5RQQHJDUG	1*6PLWK¶6KDUHKROGHU3ULPDF\DVDQ,PSHGLPHQWWR&RUSRUDWH6RFLDO5HVSRQVLELOLW\·
in M.C. Coutinho de Arruda & B. Rok, Understanding Ethics and Responsibilities in a Globalizing World, Heidelberg: Springer 
(2016) 43; B. Sjåfjell, A. Johnston, L. Anker-6¡UHQVHQ 	 ' 0LOORQ ¶6KDUHKROGHU Primacy: the Main Barrier to 
Sustainable CRPSDQLHV· in B. Sjåfjell & B. Richardson (Eds.), Company Law and Sustainability: Legal Barriers and 
Opportunities, Cambridge: Cambridge University Press (2015) 79; R. Pillay, The Changing Nature of Corporate Social 
Responsibility: CSE and Development in Context ² the Case of Mauritius, Abingdon: Routledge (2015) pp.32²67. 
163 K. Sahlin-$QGHUVRQ¶&RUSRUDWH6RFLDO5HVSRnsibility: A Trend and A Movement, EXWRI:KDWDQGIRU:KDW·
(2006) 6 Corporate Governance: The International Journal of Business in Society 595 at 597.  
164 ((PHVHK5 $NR32NRQPDK/2JHFKXNX ¶&RUSRUDWLRQV&65 DQG6HOI 5HJXODWLRQ: What Lessons from 
*OREDO)LQDQFLDO&ULVLV·German Law Journal 230 at 243. 
165 M. Kerr, R. Janda & C Pitts, Corporate Social Responsibility: A Legal Analysis, Ontario: LexisNexis (2009) p.29. 
166 J.B. Skjaerseth, O.S. Stokke & J. Wettestad, ¶Soft Law, Hard Law, and Effective Implementation of International 
Environmental Norms·6 Global Environmental Politics 104. 
167 E.K.B. 7DQ ¶&RUSRUDWH 6RFLDO 5HVSRQVLELOLW\ DV &RUSRUDWH 6RIW /DZ 0DLQVWUHDPLQJ (WKLFDO DQG 5HVSRQVLEOH
Conduct in Corporate GoYHUQDQFH·Singapore Law Review 227 at 250. 
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Following this logic, soft law may influence the development of hard law.168 The inherent flexibility 
from soft law governance will facilitate companies in being able to buy LQWRWKH¶VSLULW·RIWKHFRGH
as well as the letter.169  
 
4.2 Percentage Requirement on Corporate Profits for the 
Purposes of CSR 
The idea of a mandatory contribution based on a certain percentage requirement of net profit was 
first proposed by Sithanen,170 the Minister of Finance of Mauritius at the time, who suggested that 
all new legislation should require ´DOOSURILWDEOHILUPVWRHLWKHUVSHQGSHUFHQWRIWKHLUSrofit on 
CSR activities approved by Government or to transfer these funds to Government to be used in 
the fight against SRYHUW\µ171 The Mauritian Government amended this; instead of company law, 
they used the Income Tax Act 1995 by virtue of the Finance Act 2015 to make CSR mandatory. 
Mauritian companies must ´set up a CSR Fund equivalent to 2 per cent of its chargeable income 
of the preceding year to implement a CSR Programme in accordance with its own CSR 
frameworkµ172 Directly transplanted from the Mauritian legislation, this 2 percent requirement  
was also introduced in the Indian Companies Act 2013.173 The legislative recognition of CSR in 
Mauritius and India is more advanced than in most Western countries 174  because of this 
codification of CSR spending for targeted companies. CSR law in both jurisdictions recognises the 
potential for using corporate strength to fulfil the social objectives of the state. In the case of 
                                                          
168 J.-.LUWRQ	0-7UHELOFRFN´,QWURGXFWLRQ+DUG&KRLFHVDQG6RIW/DZLQ6XVWDLQDEOH*OREDO*RYHUQDQFHµLQ
Kirton and Trebilcock (edns) Hard Choices, Soft Law (Aldershot, Ashgate, 2004)) 3 at 12. 
169 S. $UFRW	9%UXQR¶,Q/HWWHUEXW1RWLQ6SLULW$Q$QDO\VLVRI&RUSRUDWH*RYHUQDQFHLQWKH8.·/6(5,&$)(
Working Paper No.31 www.lse.ac.uk/fmg/research/RICAFE/pdf/RICAFE2-WP31-Arcot.pdf  
170 The Minister of Finance of Mauritius at the time. 
171 R. 6LWKDQHQ¶5LGLQJRXWWKH*OREDO&ULVLV6DYLQJ Jobs, Protecting People, Preparing for RHFRYHU\·SDUD
16, cited by R. Pillay, The Changing Nature of Corporate Social Responsibility: CSR and Development in Context ² the Case of 
Mauritius, Abingdon: Routledge (2015) 227; see also N. J.F. Ragodoo, ¶&65DVD7RROWR)LJKWDJDLQVW3RYHUW\WKH
&DVHRI0DXULWLXV·(2009) 5 Social Responsibility Journal 19.,  
172 Section 50 L (1)Income Tax Act 1995; ´&65SURJUDPPHµ, according to 2 (iv) means ´a programme having as its 
objects the alleviation of poverty, the relief of sickness or disability, the advancement of education of vulnerable 
persons or the promotion of any other public object beneficial to the Mauritian communityµ 
173 Section 135 Indian Companies Act 2013; The government shifted responsibility to corporate sectors, and it is 
estimated that the law will cover about 3,000 companies in India and about $2 billion per annum of expenditure on 
CSR activities related to social welfare initiatives. 6HH(UQVWDQG<RXQJ¶8QGHUVWDQGLQJthe &RPSDQ\%LOO·
available via http://www.ey.com/publication/vwluassets/ey_understanding_companies_bill_2012/$file/ey-
understanding-companies-bill-2012.pdf; Ernst and Young, Corporate Social Responsibility in India: Potential to 
Contribute towards Inclusive Social Development: Global CSR Summit 2013, An Agenda for Inclusive Growth (2013) 
available via http://www.ey.com/Publication/vwLUAssets/EY-Government-and-Public-Sector-Corporate-Social-
Responsibility-in-India/$File/EY-Corporate-Social-Responsibility-in-India.pdf (assessed 20 February 2016).  
174 It is argued that since time immemorial CSR has had its origins in Dural, The Great Book of Tiru Valluvar·VVerses; see 
C. Raja Gopalachari, Kural, The Great Book of Tiru Valluvar, Hindu Books Universe (2003), available at: 
www.hindubooks.org/dynamic/modules.php?name¼Content&pa¼showpage&pid¼44 (assessed 20 January 2016). 
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Mauritius, it is argued that the purpose of embracing CSR in its philanthropic form by making it 
mandatory is to encourage business to take a more active role in development. 175 In Indian law, 
Jain thinks that CSR law is a novel solution to social problems and economic justice in India, 
introducing a system in which each industry should contribute in a manner commensurate with its 
expertise.176 
Not surprisingly, many people cast doubt on these new CSR laws that try to integrate the objectives 
of the enterprise with the socioeconomic objectives of the state. The possibilities and difficulties 
of creating a well-organised, professionally capable and independent team are questioned.177 A 
¶FRPSO\RUH[SODLQ·DSSURDFK178 is adopted in Indian law. When the principle was adopted in the 
Companies Act as a legislation to regulate private and public companies, the author believes it was 
a mismatch. It makes people question the validity and justification of introducing CSR-related 
provisions in the Companies Act. Moreover, there are obvious problems in the enforcement of 
CSR law.179 
A quantitative requirement is a mandatory regulation that requires corporations to sacrifice a 
certain percentage of their corporate profit for the purposes of CSR. The obvious advantage of a 
quantitative requirement is guaranteed compliance with substantial and measurable contributions 
from corporations in using a slice of their profit for CSR-related actions. It unifies and codifies a 
common minimum for companies to initiate CSR activities and maintain them at an adequate level. 
One arguable advantage of a percentage requirement within corporate law is that it may lead to a 
significant increase in the number of CSR activities.180 It is a direct way in which companies can 
have a positive and continuous impact on communities, culture, societies and the environment. 
The percentage requirement enables engagement between government and the private sector to 
collectively address moral, social and economic problems DQG ´VSDZQV HQRUPRXV JUDVVURRWV
                                                          
175 R. Pillay, The Changing Nature of Corporate Social Responsibility: CSR and Development in Context ² the Case of Mauritius, 
Abingdon: Routledge (2015) 228. 
176 $-DLQ¶7KH 0DQGDWRU\&65LQ,QGLD$%RRQRU%DQH·Indian Journal of Applied Research 301.  
177 &$6DQMD\	.6KDUPD¶$'HJUHH$QDO\VLVRI&RUSRUDWH6RFLDO5HVSRQVLELOLW\&650DQGDWHRIWKH1HZ
&RPSDQLHV$FW·Global Journal of Management and Business Studies 757 at 761. 
178 That is to say that if the company fails to spend the required minimum of 2 percent of its average net profit over 
the previous three financial years on its CSR initiatives, the board must provide reasons for not spending this 
amount in its Board Report, based on Section 135 (5) of the Indian Companies Act 2013. 7KH¶FRPSO\RUH[SODLQ·
principle was first introduced in the Cadbury Report to accommodate the need for flexibility and experimentation in 
corporate governance, and it has had a profound impact on corporate governance worldwide; see ,00LOOVWHLQ¶6LU
$GULDQ&DGEXU\·LQ)5&Comply or Explain: 20th Anniversary of the UK Corporate Governance Code, London Stock Exchange 
(2012). 
179 For example, the 2 percent requirement will result in a reluctance to comply for loss-making companies, and it is 
not clear whether the list of CSR activities provided in schedule VII is an inclusive or exhaustive list. 
180 Comments of Venkateshwaran, partner and head of accounting advisory services at KMPG India, India Now Only 
Country with Legislated CSR (Business Standard, April 3rd, 2014) available via http://www.business-
standard.com/article/companies/india-now-only-country-with-legislated-csr-114040300862_1.html.  
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entrepreneurial activity funded by the mandatory CSR proviVLRQV· LQMHFWLRQ RI UHVRXUFHVµ, 181 
bringing corporate law into line ZLWKVWDNHKROGHUV·H[SHFWDWLRQV. 
Difficulties in enforcing quantitative requirements result from the wide range of corporate actions 
that can be described as CSR, and the different priorities that companies will give to them. 
Therefore, it is uncertain how much each stakeholder group will be entitled to expect in terms of 
a prescribed minimum percentage of the profit to maintain an appropriate fair share. Following 
this logic, the directors still have discretion within the percentage constraint. It is important that 
broad language should be used for this piece of legislation in order to generate incentives for 
creative compliance.182 Furthermore, the absence of an independent agent to assess companies 
that have failed to undertake expenditures and penalise those who are accountable for the failure 
or for unsatisfactory explanations for non-expenditure is worrying, and makes the enforcement of 
the provision far from systematic.183  
The quantitative requirement is a direct and effective legislative approach to enable a unified 
mandatory attitude, requiring DOO´FDSDEOHµFRPSDQLHVWRFRQWULEXWHWRZDUGVVRFLDOGHYHORSPHQW
activities. By allowing corporations to invest in their own strategic CSR plans, based on their 
unique stakeholder groups and without increasing tax, the governments that adopt a quantitative 
percentage CSR law transfer some of their tasks to corporations to enhance efficiency in the 
economy, while companies are arguably in a better position to provide social goods in terms of 
their technical, local and information capability. This could be regarded as a novel solution to social 
problems in order to achieve social and economic justice and work towards a more harmonious 
society. Because detailed strategies for profit contribution are decided by boards of directors or an 
independent CSR board, each industry would therefore contribute in a manner commensurate 
with its expertise, which would make their contributions more effective and efficient in protecting 
YDULRXV VWDNHKROGHUV· LQWHUHVWV CSR law is likely to transfer profit towards social causes and 
environmental management, which has been proved to be a vital catalyst. 184  The stipulated 
percentage for a CSR contribution within corporate law will lead to more structure and a systematic 
approach to social initiatives. This law also provides a predictable example and guidance for 
companies that are becoming increasingly profitable and who may become liable for mandatory 
CSR contributions in the future. A mandatory requirement in terms of percentage of profit will 
                                                          
181 S. Gopalan & A. Kamalnath¶0DQGDWRU\&RUSRUDWH6RFLDO5HVSRQVLELOLW\DVD9HKLFOHIRU5HGXFLQJ,QHTXDOLW\$Q
,QGLDQ6ROXWLRQIRU3LNHWW\DQGWKH0LOOHQQLDOV·Northwestern Journal of Law and Social Policy 34 at 44. 
182 Ibid., at 103. 
183
 $%0DMXPGDU¶,QGLDQ·VMRXUQH\ZLWh Corporate Social Responsibility ² :KDW1H[W·Journal of Law and 
Commerce 165 at 196. 
184 66LQJK¶&RPSXOVRU\&65LQ,QGLD8QGHUVWDQGLQJ&ODXVH·International Research Journal of Management 
Sociology & Humanity 206 at 210.  
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also enhance professional awareness and understanding of the nature and scope of CSR among 
lawyers, accountants or auditors who help companies or give them advice on CSR-related issues. 
4.3 Giving Legitimacy to Directors and Integrated Decision 
Making 
Another legislative approach aimed at promoting CSR gives legitimacy185 to directors to consider 
and include the interests of non-VKDUHKROGHUFRQVWLWXHQFLHVZKHQWKH\GLVFKDUJHWKHLUGLUHFWRUV·
duties. If directors are given this option, a generalised assumption could be made by shareholders 
that sustainable actions are at least recognised, based on the current system of norms and values 
to do with being a good corporate citizen. Although this approach is not as strong and is not 
directly enforceable,186 it does encourage directors to use their discretion in a more sustainable 
PDQQHU E\ KDYLQJ UHJDUG WR RWKHU VWDNHKROGHUV· LQWerests in order to enhance the long-term 
interests of their companies, within business judgement rules187  and the subjective nature of 
GLUHFWRUV· ILGXFLDU\ GXWLHV.188 This legislative approach also integrates social and environmental 
concerns in the decision making of the company, in such a way as to lead to an internalisation of 
externalities.189 'LUHFWRUV·enlarged duties in relation to economic goals are consistent with the logic 
of a business case for CSR. This legislative approach confirms the powers possessed by 
stakeholders, including the legitimacy of stakeholder relationships, the power to influence 
                                                          
185 LegitLPDF\LVGHILQHGDV´DJHQHUDOLVHGSHUFHSWLRQRUDVVXPSWLRQWKDWWKHDFWLRQVRIDQHQWLW\DUHGHVLUDEOHSURSHU
RUDSSURSULDWHZLWKLQVRPHVRFLDOO\FRQVWUXFWHGV\VWHPRIQRUPVYDOXHVEHOLHIVDQGGHILQLWLRQVµ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Development of a CSR Industry: Legitimacy and Feasibility as the Two Pillars of the ,QVWLWXWLRQDOL]DWLRQ3URFHVV·LQ
F. Den Hond, F. De Bakker & P. Neergard, Managing Corporate Social Responsibility in Action: Talking, Doing and Measuring, 
Ashgate (2007); J.D. Rendtorff, Responsibility, Ethics and Legitimacy of Corporations, Copenhagen: Copenhagen Business 
School Press (2009); M.L. Pava & J. Kransz¶&ULWHULDIRU(YDOXDWLQJWKH/HJLWLPDF\RI&RUSRUDWH6RFLDO5HVSRQVLELOLW\·
(1997) 16 Journal of Business Ethics IRUGLVFXVVLRQRQGHYHORSLQJFRXQWULHVVHH5%DUNHUPH\HU¶/HJLWLPDF\DVD
.H\'ULYHUDQG'HWHUPLQDQWRI&65LQ'HYHORSLQJ&RXQWULHV·, Research Paper from the University of St Andrews 
and Sustainable Development Research Centre (SDRC) School of Management (2007). 
186 The approach does not lead to compulsory CSR-related corporate actions and decisions. 
187 See Gimbel v. Signal Cos. 316 A.2d 599, 608 (Del. Ch. 1974); In re The Walt Disney Co. Derivative Litigation 906 A.2d 27 
(Del. June 8, 2006); Aronson v. Lewis 473 A.2d 805, 812 (Del. 1984); Sinclair Oil Corp. v. Levien  280 A.2d 717, 720 (Del. 
VHHDOVR.%'DYLV¶2QFH0RUH7KH%XVLQHVV-XGJPHQW5XOH·Wisconsin Law Review 573; L. Johnson, 
¶7KH0RGHVW%XVLQHVV-XGJHPHQW5XOH·²2000) 44 Business Lawyer 625. 
188 For example see Section 172 of Companies Act 2006; see also GHLM Trading Ltd v Maroo [2012] EWHC 61 (Ch); 
Smith & Fawcell Ltd, Re [1942] Ch.304. 
189 % 6MnIMHOO ¶,QWHUQDOL]LQJ ([WHUQDOLWLHV LQ (8 /DZ :K\ 1HLWKHU &RUSRUDWH *RYHUQDQFH QRU &RUSRUDWH 6RFLDO
5HVSRQVLELOLW\3URYLGHVWKH$QVZHUV·George Washington International Law Review 977; A. Johnston, Governing 
([WHUQDOLWLHV7KH3RWHQWLDORI5HIOH[LYH&RUSRUDWH6RFLDO5HVSRQVLELOLW\·&HQWUHIRU%XVLQHVV5HVHDUFK8QLYHUVLW\RI
Cambridge, Working Paper No. 436, 3, http://ssrn.com/abstract=2165616. 
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companies, DQG WKH XUJHQF\ RI VWDNHKROGHUV· FODLPs on the firm. 190  Apart from attempts in 
statutes,191 a recent US Supreme Court decision in Burwell v Hobby Lobby192 VWDWHG WKDW´PRGHUQ
corporate law does not require for-profit corporations to pursue profit at the expense of everything 
HOVHDQGPDQ\GRQRWGRVR«DQGLWLVQRWDWDOOXQFRPPRQIRUVXFKFRUSRUDWLRQs to further 
humanitarian and other altruistic objectiYHVµ 193  The Supreme Court of Canada interpreted 
integrated decision making progressively by stating WKDW´LQGHWHUPLQLQJZKHWKHUWKH\DUHDFWLQJ
with a view to the best interests of the corporation it may be legitimate « for the board of directors 
to consider, inter alia, the interests of shareholders, employees, suppliers, creditors, consumers, 
JRYHUQPHQWV DQG WKH HQYLURQPHQWµ 194  DQG ´LW LV FOHDU WKDW WKH SKUDVH ¶EHVW LQWHUHVWV RI WKH
FRUSRUDWLRQ·VKRXOGQRWEHUHDGDVLPSO\LQJWKH¶EHVWLQWHUHVWVRIVKDUHKROGHUV·µ195 The courts have 
started to accept the fact that directors may benefit non-VKDUHKROGHUV· LQWHUHVWV ZKHQ PDNLQJ
decisions. The legitimacies given to directors in this broader delimitation of their duties provide 
an added sense of security against the threat of litigation. 
It may also be valuable to attend to the reasonableness of considering effectiveness and fairness 
by including a Chief Sustainability Officer, and forming a CSR committee within the board of 
directors but with some level of membership that is independent from the corporation, probably 
gatekeepers or CSR consultants. This committee will normally have two tasks, including helping 
the board of directors to make the most strategic CSR-related decisions for the long-term interests 
of the corporation, as well as producing CSR and sustainability reports for better shareholder and 
stakeholder communication and achieving transparency through information disclosure ² this will 
be discussed in the next section. The CSR committee will remind the board that CSR policies, 
                                                          
190 5.0LWFKHOO%5$JOH	'-:RRG¶7RZDUGD7KHRU\RI6WDNHKROGHU,GHQWLILFDWLRQDQG6DOLHQFH'HILQLQJWKH
3ULQFLSOHRI:KRDQG:KDW5HDOO\&RXQWV·  The Academy of Management Review 853 at 854²858; for more 
discussions on guidance related to HQIRUFLQJ GLUHFWRUV· GXWLHV WR PDNH LQWHJUDWHG GHFLVLRQV E\ JLYLQJ GLUHFWRUV
OHJLWLPDF\WRKDYHUHJDUGWRVWDNHKROGHUV·LQWHUHVWV, see Section 6.  
191 This legislative approach may be traced not only to the ESVP in the UK Companies Act 2006 as discussed in the 
last section, but also to Article 1174 of the Italian Civil Code which provides that performance can also correspond 
to non-monetary interests of the creditors, and Article 1141 of the Code whereby an agreement in favour of a third 
party may be considered admissible if it is relevant to the interests of the stipulans (the contracting party). 
192 134 S. Ct. 2751 (2014). 
193 Ibid., at 2771. 
194 3HRSOH·V'HSDUWPHQW6WRUH,QF7UXVWHHRIY:LVH, [2004] S.C.J. No. 64, 2004 SCC 68, 2004 3 S.C.R. 461 (S.C.C.) at paras 
42 (S.C.C.); see also BCE Inc v 1976 Debentureholders 2008 SCC 69 (CanLII), [2008] 3 S.C.R. 560. For discussion of the 
case and integrated decision-PDNLQJVHH&)UDQFLV¶3HRSOH·V'HSDUWPHQW6WRUHV,QFY:LVH7KH([SDQGHG6FRSH
of DLUHFWRUV·DQG2IILFHUV·)LGXFLDU\'XWLHVDQG'XWLHVRI&DUH·Canada Business Law Journal 175; S. Rousseau, 
¶'LUHFWRU·V'XWLHVRI&DUH DIWHU3HRSOH·V:RXOG LW%H:LVH WR6WDUW:RUU\LQJ$ERXW/LDELOLW\"·  Canada 
Business Law Journal 236; :'*UD\¶$6ROLFLWRU·V3HUVSHFWLYHRQ3HRSOH·VY:LVH·Canada Business Law Journal 
 ,%/HH ¶3HRSOH·V'HSDUWPHQW6WRUHVY:LVH DQG WKH ¶%HVW ,QWHUHVWV RI WKH&RUSRUDWLRQ··  Canada 
Business Law Journal 212; E. Waitzer & J. JaswDO¶3HRSOH·V%&(DQGWKH*RRG&RUSRUDWH¶&LWL]HQ··Osgoode 
Hall Law Journal -*0DF,QWRVK¶%&(DQGWKH3HRSOH·V&RUSRUDWH/DZ/HDUQLQJWR/LYHRQ4XLFNVDQG·
48 Canada Business Law Journal 255. 
195 3HRSOH·V'HSDUWPHQW6WRUH,QF(Trustee of) v. Wise, [2004] S.C.J. No. 64, 2004 SCC 68, 2004 3 S.C.R. 461 (S.C.C.) at paras 
42²43 (S.C.C.). 
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decisions and programmes can be significant strategic assets. The legal requirement of the 
committee is enforceable and measureable. The committee will support the board to oversee CSR 
measures for more accountable decisions.196 
4.4 Mandatory Information Disclosure  
,WLVDOPRVWLPSRVVLEOHWRPD[LPLVHFRPSDQLHV·YDOXHDQGILQDQFLDOSHUIRUPDQFHLIWKH\DUHQRW
socially responsible and do not share their CSR information with the public. 197  CSR-related 
information disclosure reports will address public and legislative concerns and project an image of 
FRPSDQLHV·VRFLDODZDUHQHVV198 Minimum requirements for listed companies within corporate law 
will be helpful to promote transparency through corporate information disclosure on social, 
environmental and human rights issues, in order to mitigate negative impacts such as corporate 
scandals and to promote and establish a centrally-planned harmonious society. Legal requirements 
will also be of value to society more generally, either to better gauge the development of policy or 
to supplement the enforcement of policy by regulatory organisations.199 These rules will help to 
produce narrative disclosures of a higher quality, which will lead to an increase in the amount of 
disclosure and reduce variability by an absolute amount attributable to the size of the company. 
However, it is indicated in empirical research that CSR reports are not always reliable or relevant, 
DQGWKH´XJOLHVWµFRPSDQLHVWHQGWRXVHWKHPRVWPDNH-up.200 CSR-related information should be 
verified through auditing by independent third parties in non-financial reporting, adhering to legal 
and regulatory requirements with sanctions in cases of non-compliance in order to create new 
and/or sustainable growth, as suggested by the EU.201 
                                                          
196
 It was found in a 2010 report by Calvert Asset Management and the Corporate Library that 65 percent of S&P 100 
companies have board committees at varying levels for the oversight of corporate social and environmental 
UHVSRQVLELOLW\FRQFHUQVVHH&DOYHUW$VVHW0DQDJHPHQWDQGWKH&RUSRUDWH/LEUDU\¶%RDUG2YHUVLJKWRI(QYLURQPHQWDO
DQG6RFLDO,VVXHV$Q$QDO\VLVRI&XUUHQW1RUWK$PHULFDQ3UDFWLFH·010) pp.14²16. This implies that having a CSR 
committee is possible, necessary and fits with practice, and could be beneficial if it was made mandatory. 
197 0/3DYD	-.UDXV]¶7KH$VVRFLDWLRQEHWZHHQ&RUSRUDWH6RFLDO5HVSRQVLELOLW\DQG)LQDQFLDO Performance: The 
3DUDGR[RI6RFLDO&RVW·Journal of Business Ethics 321. 
198  '0 3DWWHQ ¶,QWUD-industry Environmental Disclosures in Response to the Alaskan Oil Spill: A Note on 
/HJLWLPDF\7KHRU\·Accounting, Organization and Society 471. 
199 M-5KRGHV¶,QIRUPDWLRQ$V\PPHWU\DQG6RFLDOO\5HVSRQVLEOH,QYHVWPHQW·Journal of Business Ethics 145 
at 148. 
200 6HH6%HUWKHORW'&RUPLHU	00DJQDQ¶(QYLURQPHQWDO'LVFORVXUH5HVHDUFK5HYLHZDQG6\QWKHVLV·
Journal of Accounting Literature :6/DXIHU¶6RFLDO$FFRXQWDELOLW\DQG&RUSRUDWH*UHHQZDVKLQJ·Journal of 
Business Ethics '*UDKDP	1:RRGV¶0DNLQJ&RUSRUDWH6HOI-5HJXODWLRQ(IIHFWLYHLQ'HYHORSLQJ&RXQWULHV·
(2006) 34 World Development 868.  
201 Directive 2014/95/EU of the European Parliament and of the Council of 22 October 2014. From a regulatory 
perspective, it is positive that the EU has embraced indirect encouragement in the form of a non-financial reporting 
requirement applicable to large-scale undertakings in 2014. It had initially shied away from mandatory regulation in 
relation to CSR. 
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Future trends for information disclosure could rely on national or international frameworks202 for 
more detailed requirements about the nature and scope of information disclosure on CSR-related 
issues. Such legal requirements will unify and standardise common commitments to information 
disclosure on CSR-related issues. It is argued that legislation for normative CSR may constitute 
pre-formal law.203 With the addition of supplementary enforcement measures such as quantitative 
information requirements, corporate accounting standards and recruitment reporting for annual 
reports and legislative experiences,204 companies will have an instant and broader influence on both 
society and community. Moreover, listed companies will always play an active role in social 
activities, and will be closely followed by the public and regulated by the government with 
associated high political costs and attention.205 This engagement is likely to produce better buy-in, 
less resistance and more comprehensible information for all parties. As for the audience for 
information disclosure, companies should be accountable for their CSR reports, and should make 
them available to society or least VRFLHW\·V representatives and not just to shareholders, which is a 
disadvantage in the current legislation.206  
 
  
                                                          
202 Such as the UN Global Compact, the Ruggie Principle, the OECD Guidelines, or international standards such as 
ISO 26000. 
203 K. Buhmann ¶&RUSRUDWH 6RFLDO5HVSRQVLELOLW\:KDW5ROH IRU /DZ"6RPH$VSHFWVRI /DZ DQG&65·  
Corporate Governance 188 at 192. 
204 For example, the strategic report from the UK Companies Act could be helpful for other jurisdictions (Section 
414C (7)(b) CompanLHV$FW6WUDWHJLF5HSRUWDQG'LUHFWRUV·5HSRUW5HJXODWLRQ). 
205 R. Watt & J. Zimmerman¶7RZDUGVD3RVLWLYH7KHRU\RIWKH'HWHUPLQDWLRQRI$FFRXQWLQJ6WDQGDUGV·
205 The Accounting Review 112 at 115²116.  
206
 For example, Section 414(C)(1) oIWKH8.&RPSDQLHV$FWVWDWHVWKDW´WKHSXUSRVHRIWKHVWUDWHJLFUHSRUWLV
WRLQIRUPPHPEHUVRIWKHFRPSDQ\µ 
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5 Suggestions for Legislators and Directors with Concluding 
Comments 
Concerns about CSR in business decisions have grown significantly during the last two decades 
and this trend should not be ignored by lawyers, especially corporate lawyers. CSR has become 
one of the benefits and hopes of the new millennium, ´HPEUDFHG E\ FRUSRUDWLRQV WRXWHG E\
academics, and advanced by non-governmental organizations and policies making as a potential 
PHFKDQLVPIRUDFKLHYLQJVRFLDOREMHFWLYHVDQGIXUWKHULQJHFRQRPLFGHYHORSPHQWµ207 Regulatory 
endeavours and corporate governance reforms in the past decade or so have increasingly 
intersected with mainstream CSR motivations. 208  The integration of non-financial issues into 
corporate law seems desirable, sustainable and workable. Lack of commitment by the private 
sectors could possibly lead to government regulations, and legislations should therefore be 
UHJDUGHGDVDQHIIHFWLYHLQVWUXPHQWHQDEOLQJWKHJRYHUQPHQWWRDGGUHVVWKHSULYDWHVHFWRUV·VRFLDO
environmental and economic impact.209 Connecting CSR with public policy and law and finding 
ZD\VLQZKLFK´YROXQWDU\DQGOHJDOLVWLFDSSURDFKHVFDQEHPXWXDOO\UHLQIRUFLQJµ could be a more 
meaningful form of participation.210 This paper explores the possibilities of using corporate law as 
an effective tool to structure economic activities, and it makes sense to discuss the quality and 
relevance of regulatory frameworks and the role of the government and supranational authorities 
in reconstructing economic and financial norms. The author agrees with the proposal that best 
regulatory practice should involve a mix of regulatory styles and strategies to improve the 
implementation of CSR in companies, rather than relying on any single strategy.211 The hybrid 
approach dominated by hard law enriched and supported by soft law seems to have the greatest 
potential for applying controls to corporations, employing both legal requirements and voluntary 
suggestions and encouragement, where each complements the other in order to enable both of 
these mechanisms to enhance social standards and promote CSR as a goal. 212  Regulation is 
                                                          
3,UHODQG	5*3LOOD\¶&RUSRUDWH6RFLDO5HVSRQVLELOLW\LQD1HROLEHUDO$JH·, in P. Utting & J.C. Marques (Eds.) 
Corporate Social Responsibility and Regulatory Governance: Towards Inclusive Development? Basingstoke: Palgrave Macmillan 77 
at 77. 
208 (.% 7DQ ¶&RUSRUDWH 6RFLDO 5HVSRQVLELOLW\ DV &RUSRUDWH 6RIW /DZ 0DLQVWUHDPLQJ (WKLFDO DQG 5HVSRQVLEOH
&RQGXFWLQ&RUSRUDWH*RYHUQDQFH·(2013) 31 Singapore Law Review 227 at 250. 
209 SHHDOVR,(VVHU¶&RUSRUDWH6RFLDO5HVSRQVLELOLW\$&RPSDQ\/DZ3HUVSHFWLYH·South African Mercantile 
Law Journal 317 at 334. 
210 P.38WWLQJ	-&0DUTXHV¶,QWURGXFWLRQ7KH,QWHOOHFWXDO&ULVLVRI &65·, in P.P. Utting & J.C. Marques (Eds.) 
Corporate Social Responsibility and Regulatory Governance: Towards Inclusive Development? Basingstoke: Palgrave Macmillan 1 
at 5²6. 
211 6HH30D\¶&RPSOLDQFH0RWLYDWLRQ3HUVSHFWLYHVRI)DUPHUV+RPHEXLOGHUVDQG0DULQH)DFLOLWLHV·Law 
and Policy  9 1DJDUDMDQ ¶)URP ´&RPPDQG-and-&RQWUROµ WR ´2SHQ 0HWKRG &RRUGLQDWLRQµ 7KHRULVLQJ WKH
Practice of Regulatory $JHQFLHV· Macquarie Law Journal 6. 
212 K. Thirarungrueang, Rethinking CSR in Australia: Time for Binding Regulation? (2013) 55 International Journal of 
Law & Management 173 at 177. 
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regarded as a more effective approach in terms of accountability and enforcement without relying 
too heavily on market and social forces, since CSR cannot be regarded as an alternative to well-
functioning public policy and legislation.213 
CSR has been a comparative newcomer in the marketplace since corporate governance started 
emphasising issues that go beyond the traditional focus to touch on corporate ethics, accountability 
and transparency.214 Corporate actions can be monitored through multi-party involvement, while 
law and rules or policies act as core dimensions in the convergence between CSR and corporate 
governance.215 Be\RQGWKHILQDQFLDOFULVLVDWODUJH´WKHLQWHUUHODWHGILQDQFLDOHFRQRPLFclimate, 
energy, food water, political and security crises affecting the global economy highlight the 
historically unprecedented degree of interconnectivity DQGLQWHUGHSHQGHQFHµ216 The award-wining 
MRXUQDOLVW .LGGHU DUJXHV WKDW ´ZKDW VWDUWHG DV DQ HFRQRPLF UHFHVVLRQ KDV EHFRPH DQ HWKLFV
recession ² a full-EORZQFROODSVHRILQWHJULW\DQGUHVSRQVLELOLW\µ217 It is argued that the financial 
crisis of 2008 is not over, and the impact of the debt crisis on the Eurozone has weakened the 
legitimacy of businesses.218 Short-termism, poor accountability and the lack of an ethical decision-
making atmosphere are considered to be the main reasons for the financial crisis.219 The ¶*OREDO 
Green New DeaO·SURGXFHGE\the United Nations proposed turning the financial crisis into an 
opportunity for a necessary change to a green economy.220 
  
It is argued by NobeO/DXUHDWHHFRQRPLVW-RVHSK6WLJOLW]WKDW´mRGHUQHFRQRPLFVKDVVKRZQ«
that social welfare is not maximized if corporations single-mindedly maximize profits. For the 
economy to achieve efficiency, corporations must take into account the impact of their actions on 
                                                          
213 )ULHQGVRIWKH(DUWK¶6XEPLVVLRQRQWKH(XURSHDQ&RPPLVVLRQ·V*UHHQ3DSHURQ&65·Friends of the Earth, 
Amsterdam, December (2001) p. 2. 
214  00 5DKLP ¶&RUSRUDWH *RYHUQDQFH DV 6RFLDO 5HVSRQVLELOLW\ $ 0HWD-Regulation Approach to Raise Social 
5HXVDELOLW\RI&RUSRUDWH*RYHUQDQFHD:HDN(FRQRP\·, in S. Boubaker & D.K. Nguyen (Eds.) Board of Directors and 
Corporate Social Responsibility, Palgrave Macmillan, Basingstoke (2012) 145 at 146. 
215 Ibid., at 151²152. 
216 M. Kerr, R. Janda & C. Pitts, Corporate Social Responsibility: A Legal Analysis, Ontario: LexisNexis (2009) p.531. 
217 R.M. Kidder, The Ethics Recession: Reflections on the Moral Underpinnings of the Current Economic Crisis, Institute for Global 
Ethics (2009). 
218 B. Sjåfjell & L. Anker-6¡UHQVHQ¶'LUHFWRUV·'XWies and CorpoUDWH6RFLDO5HVSRQVLELOLW\·, in H. Birkmose, M. Neville 
& K.E. Sørensen (Eds.), Boards of Directors in European Companies ² Reshaping and Harmonising their Organisation and Duties, 
Alphen aan den Rijn: Wolters Kluwer Law & Business (2013). 
219 6HH-&&RIIHH¶:KDW:HQW:URQJ"$Q,QLWLDO,QTXLU\LQWRWKH&DXVHVRIWKH)LQDQFLDO&ULVLV·Journal 
of Corporate Law Studies ($YJRXOHDV¶7KH*OREDO)LQDQFLDO&ULVLV%HKDYLRXUDO)LQDQFHDQG)LQDQFLDO5HJXODWLRQ
In SeaUFKRID1HZ2UWKRGR[\·Journal of Corporate Law Studies &*HQWOH¶+RZWKH&UHGLWCrunch has its 
5RRWV LQ WKH /DFN RI ,QWHJUDWHG *RYHUQDQFH DQG &RQWURO 6\VWHPV·   The Journal of Risk Finance 206; The 
$VVRFLDWLRQRI&KDUWHUHG&HUWLILHG$FFRXQWDQWV$&&$¶&OLPELQJ2XWRIWKH&UHGLW&UXQFK·$&&$3ROLF\3DSHU
(2008); N. Robins & C. .URVLQVN\¶$IWHUWKH&UHGLW&UXQFK7KH)XWXUHRI6XVWDLQDEOH,QYHVWLQJ·Public Policy 
Research 192. 
220 United Nations Environment Programme, Global Green New Deal, Policy Brief, March 2009. 
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their employees, on the environmentDQGRQFRPPXQLWLHVLQZKLFKWKH\RSHUDWHµ221 However, 
6WLJOLW]· book, focusing on globalisation and multinational corporations, did not engage with the 
debate about corporate purpose in detail. Ireland and Pillay explicitly claimed that the corporate 
REMHFWLYH´LVa much more modest one of trying to ensure that maximization of shareholder value 
is not pursued by corporations without their having some regard to the impact of their activities 
on society at largeµ.222 We should not talk about shareholder primacy and shareholder value 
maximisation without a clear awareness what shareholders really value.223 Policies should also 
contribute by giving corporations opportunities, in a mandatory format, to be responsible to 
society at large. The damage that corporations may possibly cause to various stakeholders due to 
irresponsible behaviours is not repairable or reversible. If all regulatory approaches are composed 
of a normative core and a positive structure,224 CSR will have a clear and distinctive normative 
foundation by focusing on internalising or ameliorating negative results related to corporate 
actions, in order to prevent these harms and generate positive public good.225  
Apart from international private business self-regulation, legislative approaches to promote CSR 
within corporate law have been discussed in this article. The author has argued that the formal 
UHFRJQLWLRQRI&65WKURXJKGLUHFWRUV·GXties, information disclosure and quantitative requirements 
under a combined regulatory framework involving corporate soft law and hard law will promote 
the alignment of internal business goals with externally set societal goals. Social and environmental 
sustainability are regarded as issues that are WRRLPSRUWDQWWREHOHIWWRWKHGLUHFWRUV·GLVFUHWLRn and 
voluntary endeavour, while regulatory pressure could act as a deterrent to corporate misconduct 
and as a promoter of sustainable innovation.226 CSR legislations in corporate law will work as cost-
effective internal precautionary measures for companies to avoid non-reversible damage to 
environment and society. These legislations will install and enforce a system of self-regulation that 
not only meets but also exceeds the minimum standards that are consistent with law. This 
                                                          
221 J.E. Stiglitz, Making Globalisation Work, New York: W.W. Norton & Company (2007) 190.  
222
 3,UHODQG	5*3LOOD\¶&RUSRUDWH6RFLDO5HVSRQVLELOLW\LQD1HROLEHUDO$JH·LQ38WWLQJ	-&0DUTXHVEds.) 
Corporate Social Responsibility and Regulatory Governance: Towards Inclusive Development? Basingstoke: Palgrave Macmillan 
(2010) 77 at 89. 
223 This is particularly important in Anglo-American jurisdictions where the quasi-legal shareholder primacy norm is 
regarded as unchallengeable. See L. Stout, The Shareholder Value Myth: How Putting Shareholders First Harms Investors, 
Corporations, and the Public, San Francisco: Berrett-Koehler (/$6WRXW ¶.LOOLQJ&RQVFLHQFH7KH8QLQWHQGHG
%HKDYLRXUDO&RQVHTXHQFHVRI3D\IRU3HUIRUPDQFH·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Side Effects of Shareholder Primacy (2013)161 University of Pennsylvania Law Review /$6WRXW¶:K\:H6KRXOG
6WRS7HDFKLQJ'RGJHY)RUG·Virginia Law and Business Review 163. 
224 I. Copi, Introduction to Logic, New York: Macmillan (1982). 
225 B. Sheehy, ¶'HILQLQJ&653UREOHPVDQG6ROXWLRQV· 2015) 131 Journal of Business Ethics 625 at 640; see also B. 
Sheehy, & D.P. )HDYHU¶DirectorV·/HJDO'XWLHVDQG&65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 Dalhousie 
Law Journal 148. 
226 $3.DNDEDGVH	1..DNDEDGVH¶&65LQWKH%RDUGURRP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Kakabadse, CSR in Practice, Delving Deep, London: Palgrave Macmillan (2007) p.180. 
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regulatory framework for CSR-related issues could function in a way that is guided by the spirit 
rather than the letter of the law.227 Such an approach enables the board to manage corporations so 
as to realise long-term profitability without sacrificing social justice, human rights and 
environmental protection, achieving corporate governance goals including sustainability, 
accountability, effectiveness and efficacy along with enhanced standards of social and 
environmental human rights.228  
 
                                                          
227 J. Gobert & M. Punch, Rethinking Corporate Crime, Cambridge: Cambridge University Press (2003) pp. 309²310. 
228 This is particularly the case after the introduction of Ruggie Principle; see Section 414 (C)(7)(b)(iii). See also K. 
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